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State of New Jersey
RICHARD J. CODEY OFFICE OF THE ATTORNEY GENERAL

Acting Governor DEPARTMENT OF LAW AND PUBLIC SAFETY

DIVISION OF LAW
25 MARKET STREET

PO Box 093
TBENTON, NJ 08625-0093

November 23, 2004

PETER C. HARVEY
Attorney General

VIA UPS OVERNIGHT MAIL
Office of the Clerk of "the District Court
United States District Court
450 Golden Gate Avenue
San Francisco, CA 04102

Re: Hexcel Corporation v. New Jersey Department of
Environmental Protection, et al.
Case No. 93-48535T
Chapter 11
Adversary Proceeding No. 04-4246

Dear Sir/Madam:

On February 17, 2004, the Defendant New Jersey Department
of Environmental Protection ("NJDEP") will move before the
Honorable Leslie J. Tchaikovsky, U.S.B.J., for Summary Judgment,
seeking an Order dismissing Plaintiff Hexcel Corporation's
Complaint as to the New Jersey Department of Environmental
Protection.

In accordance with L. Civ. R. 7 and Fed.R.Bankr.P.9013.
I enclose the original and two copies each of the following:

1. Defendant NJDEP's Notice of Motion;

2. Defendant, NJDEP's Memorandum of Point and
Authorities; and

3. The Declaration of Counsel in support of the motion.
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Please file the enclosed originals and return a conformed
copy of each to me in the enclosed self-addressed, stamped
envelope.

Thank you for your attention to this matter.

Sincerely yours,

PETER C. HARVEY
ATTORNEY GENERAL OF NEW JERSEY

4
By:.

roan Olawski-Stiener
Deputy Attorney General

JO-S/gia
Enclosure(s)
c: Honorable Leslie Tchaikovsky, U.S.B.J.

All Counsel of Record
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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA

In re

HEXCEL CORPORATION,
a Delaware Corporation,

Reorganized
Debtor.

Case No. 93-48535
Chapter 11

Adversary Proceeding No. 04-4246

CERTIFICATION OF SERVICE
HEXCEL CORPORATION,
a Delaware corporation,

Plaintiff,

vs.

NEW JERSEY DEPARTMENT OF
ENVIRONMENTAL PROTECTION,
UNITED STATES
ENVIRONMENTAL PROTECTION
AGENCY,

Defendants.

I, Virginia Larry certify as follows:

1. I am a secretary employed by the State of New Jersey

Department of Law and Public Safety, Division of Law.

2. On November 23, 2004, I caused to be mailed to the

Clerk of the United States District Court, an original and two

copies of a Motion for Summary Judgment to dismiss plaintiff Hexcel
*- •

Corporation's Complaint as to the New Jersey Department of

Environmental Protection, Declaration of Joan Olawski-Stiener,

Esq. , and Exhibits in support of this motion, via UPS Overnight

mail.
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3. On November 23, 2004 I caused one copy of the Motion

to be mailed by overnight mail to:

Steven L. Leifer
Joshua Frank

Baker, Botts LLP
1299 Pennsylvania Avenue, NW
Washington, DC 20004-2400

Margarita Padilla
Deputy Attorney General

Office of the California Attorney General
1515 Clay Street, 20th Floor

P.O. Box 70550
Oakland, CA 94612-0550

Katharine D. Ray
Goldberg, Stinnett, Meyers & Davis

44 Montgomery Street
Suite 2900

San Francisco, CA 94104

4. On November 23, 2004 I caused a copy of the Motion

to be mailed by regular mail to:

Steven L. Johnson
Assistant United States Attorney
Environ. & Natural Resources Unit

450 Golden Gate Avenue
11th Floor

San Francisco, CA 94102

Kedari Reddy
Assistant Regional Counsel

Region II
U.S. Environmental Protection Agency

290 Broadway - 17th Floor
New York, NY 10007-1866

Elise S. Feldman,Trial Attorney
Henry Friedman, Trial Attorney

Environmental Enforcement Section
Environment and Natural

Resources Division
U.S. Department of Justice

P.O. Box 7611
Ben Franklin Station
Washington, DC 20044
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I certify that the above statements made by are true. I

am aware that if any of these statements are willfully false, I may

be subject to punishment.

Dated:
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PETER C. HARVEY
ATTORNEY GENERAL OF NEW JERSEY
Richard J. Hughes Justice Complex
25 Market Street
PO Box 093
Trenton, NJ 08625-0093
Attorney for Defendant, The New Jersey
Department of Environmental Protection
By: Joan Olawski-Stiener, Deputy Attorney General (JOS9020)
(Admitted pro hac vice)
Telephone: (609) 984-6640
Facsimile: (609) 984-9315

Local Counsel: Margarita Padilla, Deputy Attorney General,
California State Bar No. 99966
Office of the California Attorney General
1515 Clay Street, 20th Floor, P.O. Box 70550
Oakland, CA 94612-0550
Telephone: (510) 622-2135
Facsimile: (510) 622-2270

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF CALIFORNIA - OAKLAND DIVISION

In re I Case No. 93-48535
Chapter 11

HEXCEL CORPORATION,
a Delaware Corporation,

Reorganized Debtor.
HEXCEL CORPORATION,
a Delaware corporation,

Plaintiff,

Adversary Proceeding No. 04-4246

Date: February 17, 2005
Time: 2:00 p.m.
Place: 1300 Clay Street

Courtroom 201
Judge: Hon. Leslie J. Tchaikovsky

vs. J

NEW JERSEY DEPARTMENT OF
ENVIRONMENTAL PROTECTION,
UNITED STATES ENVIRONMENTAL
PROTECTION AGENCY,

Defendants .

MOTION FOR SUMMARY JUDGMENT TO DISMISS PLAINTIFF HEXCEL CORPORATION'S
COMPLAINT AS TO THE NEW JERSEY DEPARTMENT OF ENVIRONMENTAL PROTECTION

TO: Steven L. Leifer, Esq.
Joshua B. Frank, Esq.
Baker, Botts LLP
1299 Pennsylvania Avenue, NW
Washington, DC 20004-2400

Defendant NJDEP's Motion for Summary
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I. NOTICE

PLEASE TAKE NOTICE, that on February 17, 2005, at 2:00 p.m.,

Defendant State of New Jersey, Department of Environmental

Protection ("NJDEP"), will move before the Honorable Leslie J.

Tchaikovsky, U.S.B.J., pursuant to Federal Rule of Civil Procedure

56 and Local Civil Rules 7 and 56, for an order granting summary

judgment dismissing Plaintiff Hexcel Corporation's ("Hexcel")

claims against NJDEP in regard to the Lower Passaic River. NJDEP

submits this brief and the Declaration of Joan M. Olawski-Stiener,

Esq. , in support of this motion.

II. INTRODUCTION/STATEMENT OF RELIEF SOUGHT

Hexcel brings this action seeking relief from this Court

against NJDEP, alleging that Hexcel's environmental

responsibilities as set forth in NJDEP's Lower Passaic River

Directive entitled "In the Matter of the Lower Passaic River,

Directive No. 1-Natural Resource Injury Assessment and Interim

Compensatory Restoration of Natural Resource Injuries"

("Directive") were discharged during Hexcel's Chapter 11 bankruptcy

proceedings. Hexcel seeks an order directing NJDEP to remove Hexcel

from the Directive and to permanently enjoin NJDEP from pursuing

any action related to the obligations set forth in the Directive.

Even accepting Hexcel's allegations in its Complaint as true,

Hexcel fails to assert any facts that would support entitlement to

the relief it seeks. The law governing this matter is clear. No

pre-enforcement review of this matter may be made at this time. Nor

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 2
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is this matter ripe for adjudication. When such time arrives, it

will be appropriate that an action is brought in New Jersey courts.

Even if this Court elects to go further with its analysis, under

governing New Jersey state law, where Hexcel's site and the Passaic

River are located, Hexcel's liability is not dischargeable.

Accordingly, this Court should deny Hexcel the relief it seeks, and

dismiss Hexcel's Complaint against NJDEP because no genuine issue

of material fact exists.

III. STATEMENT OF FACTUAL BACKGROUND

This litigation originated on July 30, 2004 as an adversary

proceeding by Hexcel against NJDEP. Relevant to this matter, in

1986, Hexcel sold its chemical manufacturing facility located in

Lodi, New Jersey ("Site"). See Deed dated Apr. 17, 1997, Ex. A to

Declaration of Joan Olawski-Stiener, Esq. (hereinafter "Stiener

Decl.") The Site is subject to the requirements of the

Environmental Cleanup Responsibility Act, N.J.S.A. 13:lK-6 et seq.

("ECRA") (renamed the Industrial Site Recovery Act, hereinafter,

"ISRA"). ISRA requires a seller to address any contamination that

has been discharged at the property.

To enable the sale of the Site pursuant to ISRA, on March 26,

1986, Hexcel entered into an Administrative Consent Order ("AGO")

with NJDEP, wherein Hexcel agreed to "complete delineation of

environmental contamination on-site, and any off-site environmental

contamination resulting from discharges of hazardous wastes or

substances on or from the [Site] . " See AGO, Mar. 26, 1986, par.

10B, Ex. B to Stiener Decl. (emphasis added). Hexcel agreed that,

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 3
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"[i]f a Cleanup Plan is required, [it] shall address remediation of

any contamination identified on or from the [Site] . " See AGO, par.

IOC, Ex. B to Stiener Decl. (emphasis added).

Hexcel agreed that the execution of the AGO would not excuse

Hexcel from complying with other applicable laws, nor prevent NJDEP

from requiring that Hexcel "comply with any [ ] orders issued by

NJDEP under the authority of ... the Spill Compensation and Control

Act ("Spill Act"), N.J.S.A. 58:10-23.11 et sea., for the matters

covered herein." See AGO, par. 12B, Ex. B to Stiener Decl. The AGO

provides that Hexcel's obligations under the AGO are not "intended

to constitute a debt, claim, penalty or other civil action which

could be limited or discharged in a bankruptcy proceeding. All

obligations imposed by this [AGO] shall constitute continuing

regulatory obligations imposed pursuant to the police power of the

State of New Jersey, intended to protect the public health, safety

and welfare." See AGO, par. 12D, Ex. B to Stiener Decl.

Furthermore, the AGO provides that nothing in the AGO

constitutes a waiver by NJDEP of any legal right of NJDEP to

require Hexcel to perform additional remediation if NJDEP

determines that such measures are necessary to protect public

health, safety and welfare. See AGO, par. 14, Ex. B to Stiener

Decl. The AGO specifies that it "shall be fully enforceable in the

New Jersey Superior Court having jurisdiction over the subject

matter and signatory parties upon the filing of a summary action

for compliance pursuant to ECRA ...." See AGO, par. 14, Ex. B to

Stiener Decl.

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 4
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On December 6, 1993, Hexcel filed for Chapter 11 bankruptcy.

See Dec. 6, 1993 News Release, Ex. C to Stiener Decl. The Court

established April 28, 1994 as the last date for filing proofs of

claim in the matter. See Notice of Deadline for Filing Proofs of

Claim, Mar. 7, 1994, Ex. D to Stiener Decl.

In 1997, in connection with its Chapter 11 case, Hexcel

entered into a settlement agreement with the buyer of the Site,

Fine Organics Corporation ("Fine Organics"), which was approved by

this Court, pursuant to which Hexcel reacquired the Site, leased it

to Fine Organics, and agreed to continue to execute the ACO. See

Stipulation Regarding Reorganized Debtor's Compromise of

Controversy with Fine Organics, March 24, 1997, Ex. E to Stiener

Decl.; Settlement Agreement, Mar. 21, 1997, Ex. F to Stiener Decl.

Pursuant to the Settlement Agreement, Hexcel agreed that Hexcel

shall be solely responsible for all costs of ISRA compliance in

regard to the Site, that such costs shall include all costs related

to the remediation of the Site or offsite locations of hazardous

substances, and that Hexcel will complete all ISRA and ACO

requirements. See Settlement Agreement, Mar. 21, 1997, pp. 13-14,

Pars, d, e, Ex. F to Stiener Decl.

NJDEP did not file a proof of claim regarding the Site or the

ACO. On April 20, 1994, NJDEP filed a proof of claim in Hexcel's

Chapter 11 case (Claim No. 848) in regard to the remediation of

other sites. See Stipulation, Ex. E to Stiener Decl.; Proof of

Claim, Apr. 20, 1994, Ex. G to Stiener Decl.

Defendant NJDEP's Motion for Summary
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Hexcel's First Amended Disclosure Statement dated November 7,

1994 ("Disclosure Statement") provides that, in connection with the

sale of the Site to Fine Organics, Hexcel entered into the AGO with

NJDEP for the remediation of the Site and that Hexcel shall

complete the remediation pursuant to the terms of the AGO. See

Disclosure Statement, Ex. H to Stiener Decl. This Court approved

the Disclosure Statement on November 9, 1994. See Excerpt from

"Order (A) Approving the First Amended Disclosure Statement ...,"

Ex. I to Stiener Decl. Hexcel's Plan of Reorganization was

approved. See "Order Confirming First Amended Plan ...," Ex. J to

Stiener Decl. On January 12, 1995, the Order Confirming The First

Amended Plan Of Reorganization, dated November 7, 1994 ("Plan"),

was confirmed with modifications. The Plan became effective on

February 9, 1995. See Plan, Ex. K to Stiener Decl.

On September 19, 2003, NJDEP issued the Directive, wherein,

NJDEP named Hexcel as a party responsible for the discharge of

hazardous substances from the Lodi Site into the Lower Passaic

River. The Directive provides that the Lower Passaic River has

been contaminated by past and continuing discharges of hazardous

substances into it from numerous sites. See Directive, Sept. 19,

2003, Ex. L to Stiener Decl. The contamination of the Lower Passaic

River represents an ongoing hazard to humans and the river's

ecosystems. See Directive, pp. 5-7, Ex. L to Stiener Decl. The

Directive orders Hexcel and the other named parties to assess the

natural resources that have been injured by the discharge of

hazardous substances into the Lower Passaic River, quantify and

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 6
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value the injuries, and implement interim compensatory restoration

for these resources. See Directive, pp. 54-55, pars. 300-01, Ex. L

to Stiener Decl.

On November 10, 2003, Hexcel sent a letter to NJDEP wherein it

set forth alleged good-faith defenses to the Directive. Hexcel

denied a nexus between its Site and the Passaic River, and

contended that the Directive violates the bar of the bankruptcy

code. See Letter, Nov. 10, 2003, Ex. M to Stiener Decl. In this

action before this Court, Hexcel sets forth these alleged good-

faith defenses, and seeks a ruling that any discharges occurred

pre-petition, any liability that it has to NJDEP in regard to the

Passaic River was discharged in its bankruptcy proceedings, and

NJDEP may not enforce the Directive as against Hexcel. In the First

Count of its Complaint, Hexcel further alleges that NJDEP did not

file a claim in regard to the Passaic River, and that NJDEP is

permanently enjoined from taking any action to "collect" what

Hexcel calls an alleged "debt" to NJDEP in regard to the Directive.

In the Third Count of its Complaint, Hexcel also argues that

an "actual controversy" exists between NJDEP and Hexcel. In the

Fourth Count, Hexcel contends that NJDEP violated the permanent

injunction precluding commencement or continuation of any action to

collect what Hexcel calls a "debt" which Hexcel alleges was

discharged in its bankruptcy proceedings.

IV. STANDARD OF REVIEW

To withstand a motion for summary judgment, the party opposing

the motion must set forth specific facts that show there exists a

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 7
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genuine issue of material fact. Fed.R.Civ.P. 56(e) . A fact may be

considered "material" if a dispute about it, under the governing

law, may affect the outcome of the lawsuit. Anderson v. Liberty

Lobby, Inc. , 477 U.S. 242, 248 (1986). If the opposing party fails

to sufficiently establish the existence of an element essential to

that party's case, for which the party will have the burden of

proof at trial, "the moving party is entitled to a judgment as a

matter of law." Celotex Corp. v. Catrett, 477 U.S. 317, 323 (1986).

The Court must draw all inferences in the light most favorable to

the non-moving party. See T.W. Elec. Serv. , Inc. v. Pac. Elec.

Contractors Ass'n, 809 F.2d 626, 630-31 (9th Cir. 1987) (citing

Matsushita Elec. Indus. Co. v. Zenith Radio Corp.. 475 U.S. 574,

587 (1986)). Summary judgment is therefore not appropriate "where

contradictory inferences may reasonably be drawn from undisputed

evidentiary facts...." Hollinqsworth Solderless Terminal Co. v.

Turlev, 622 F.2d 1324, 1335 (9th Cir. 1980) . The function of

summary judgment is to avoid trial and ensure "the just, speedy,

and inexpensive determination of every action" where, as here,

there is no genuine dispute regarding material facts. Celotex, 477

U.S. at 327. As such, summary judgment is appropriate here.

V. MEMORANDUM OF POINTS AND AUTHORITIES

POINT I
HEXCEL'S ENVIRONMENTAL OBLIGATIONS ARE NOT "CLAIMS" AND THEREFORE

ARE NOT DISCHARGEABLE.

ECRA (now ISRA) , was enacted by the New Jersey State

Legislature in 1983 to protect the public from having to bear the

Defendant NJDEP's Motion for Summary
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expense of cleaning up abandoned plant sites contaminated with

hazardous substances and was in response to delays and difficulties

that arose because of attempts to allocate liability for

contaminated sites among several owners. ISRA imposes liability on

the owner and the operator of property without regard to fault and

is triggered by the cessation of operations or the sale of

property. ISRA triggers the discovery and remediation of

contamination by requiring an investigation and cleanup of the

hazardous substances as a precondition to a property sale. In re

Adoption of N.J.A.C. 7:26B, 128 N.J. 442, 471, 608 A.2d 288, 302

(1992).

On March 26, 1986, in anticipation of the sale of its Lodi

Site prior to its declaration of bankruptcy, and pursuant to the

requirements of ISRA, Hexcel entered into the AGO with NJDEP. The

AGO sets forth Hexcel's environmental cleanup obligations for the

discharges of hazardous substances that occurred at and from the

Site under ISRA. Specifically, the AGO provides that Hexcel agrees

to "complete delineation of environmental contamination on-site [at

the Lodi Site], and any off-site environmental contamination

resulting from discharges of hazardous wastes or substances on or

from the [Site] ." See AGO, par. 10B, Ex. B to Stiener Decl.

(emphasis added). Hexcel further agrees that, "[i]f a Cleanup Plan

is required, the Cleanup Plan shall address remediation of any

contamination identified on or from the [Site] . " See AGO, par. IOC,

Ex. B to Stiener Decl. Additionally, the AGO provides that "nothing

Defendant NJDEP's Motion for Summary
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in this [AGO] shall constitute a waiver of any statutory right of

NJDEP to require Hexcel to implement additional remedial measures

should NJDEP determine that such measures are necessary to protect

the public health, safety and welfare." See AGO, par. 14, Ex. B to

Stiener Decl. All of these provisions clearly encompass any

contamination that emanated from the Lodi Site to other off-site

areas that would be identified at a later time. Such clearly

includes nearby land or bodies of water such as the Lower Passaic

River, the environmental obligation that Hexcel now challenges.

Moreover, the AGO provides that:

[n]o obligations imposed by this [AGO] . . .
are intended to constitute a debt, claim,
penalty or other civil action which could be
limited or discharged in a bankruptcy
proceeding. All obligations imposed by this
[AGO] shall constitute continuing regulatory
obligations imposed pursuant to the police
power of the State of New Jersey, intended to
protect the public health, safety and welfare.

See AGO, par. 12D, Ex. B to Stiener Decl. As such, entry into the

AGO clearly was an act that Hexcel recognized as an environmental

obligation that was not intended to be discharged in a bankruptcy

proceeding. Yet, Hexcel now comes before this Court attempting to

withdraw from this commitment.

The notion that Hexcel does not have to comply with the laws

of New Jersey because NJDEP's demands of Hexcel are "claims" and

because NJDEP did not file a proof of claim is anomalous on its

face and incorrect under the relevant case law. NJDEP is a

regulator in this case, not a creditor. NJDEP's enforcement of its

Defendant NJDEP's Motion for Summary
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environmental regulations seeks compliance by Hexcel, the debtor,

with the law; it does not constitute the act of a creditor trying

to devise a preference over other creditors. See In re Dolly

Madison Industries. Inc., 504 F.2d 499, 503 (3d Cir. 1974) ("The

mere fact that the debtor's property may be affected by state law

does not constitute a 'claim' against that 'property'"); In re

Quanta Resources Corp., 739 F.2d 912, 921-22 (3d Cir. 1984), aff'd

sub nom. Midlantic Nat'l Bank v. N.J. Dept. of Envt'1 Prot., 474

U.S. 494 (1986) (bankruptcy laws were not "intended to work such a

radical change in the nature of local public health and safety

regulation - the substitution of governmental action for citizen

compliance - without an indication that Congress so intended.")

The law is well-established that ongoing environmental

liabilities under ISRA are not "claims, " but rather, are non-

dischargeable responsibilities to perform a cleanup of an ongoing

hazard from the discharge of hazardous substances. See In re

Torwico Elec. , Inc. . 8 F.3d 146, 151 (3d Cir. 1993). In In re

Torwico Electronics, Inc., Torwico filed for Chapter 11 bankruptcy.

After Torwico filed its bankruptcy petition, NJDEP discovered

hazardous substances at Torwico's property and issued Torwico a

notice of violation. NJDEP did not file a proof of claim in

Torwico's bankruptcy proceeding. 8 F.3d at 147. NJDEP subsequently

sought to enforce Torwico's environmental obligations under federal

and state laws and issued an administrative order requiring that

Torwico prepare a closure plan for the hazardous site. 8 F.3d at

Defendant NJDEP's Motion for Summary
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147-48. The order was issued pursuant to ECRA (now ISRA) and

provided: "No obligations imposed [by this order] ... are intended

to constitute a debt, damage claim, penalty or other civil action

which should be limited or discharged in a bankruptcy proceeding.

All obligations are imposed pursuant to the police powers of the

State of New Jersey, intended to protect the public health, safety,

welfare, and environment." 8 F.3d at 148.

In bankruptcy court, Torwico sought summary judgment, arguing

that such obligations were "claims" under the bankruptcy code that

should be discharged because the State did not file a claim. NJDEP

argued that its demands were not claims, but rather, regulatory

obligations that cannot be discharged. Torwico, 8 F.3d at 148.

NJDEP did not demand that Torwico pay it money, which is not an

option under ISRA, but rather, that Torwico implement a cleanup to

address the ongoing hazard at the site. 8 F.3d at 150. The

bankruptcy court agreed with Torwico. 8 F.3d at 148.

On appeal, the district court reversed, and Torwico appealed

to the Third Circuit. Torwico, 8 F.3d at 148. The Third Circuit

affirmed the district court, determining that the contamination at

the Torwico site was a continuing problem and that the State was

not repackaging a claim for damages, but rather, that Torwico had

an ongoing obligation to stop the ongoing discharge of hazardous

substances. The court determined that, under ECRA, NJDEP had no

right to payment, so Torwico "had no option for a polluter to pay

for the right to allow its wastes to continue to seep into the
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environment." 8 F.3d at 151. That NJDEP may have an alternative

means at its disposal to end the ongoing threat of contamination

did not convert its statutory authority into a "right to payment."

8 F.3d at 151. Rather, NJDEP has a right to compel a debtor to

comply with applicable environmental laws by requiring the debtor

to remediate the existing hazard. 8 F.3d at 151; see also In re

Chateaugav Corp., 944 F.2d 997, 1008 (2d Cir. 1991) (holding that

a cleanup order, "no matter how phrased," that requires taking any

action that accomplishes the dual objectives of removing

accumulated wastes and stopping or ameliorating ongoing pollution

from such wastes, is not a dischargeable "claim").

In sum, in Torwico, the Third Circuit found that an order

under ECRA requiring Torwico to remediate the contaminated property

was not a "repackaging of a forfeited claim for damages" and not a

monetary payment, thus such did not constitute a "claim" under the

Bankruptcy Code and is not dischargeable. Rather, "[t]he state can

exercise its regulatory powers and force compliance with its laws,

even if the debtor must expend money to comply." Torwico, 8 F.3d at

150. As such, the payment of money alone by a debtor to remediate

a contaminated site does not immediately convert a statutory

obligation to a "debt" or a "claim." 8 F.3d at 150. The Court also

found that obligations under orders or statutes that require

performance rather than payment are not "claims" subject to disch-

arge in bankruptcy and that Torwico's obligations to clean up its

former site of operations are not only nondischargeable but "run
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with the waste." 8 F.3d at 150; see also Penn Terra Ltd, v. Dept.

of Envt'l Res., 733 F.2d 267, 277-78 (3d Cir. 1984)(holding that,

"were we to find that any order which requires the expenditure of

money is a 'money judgment,' then the exception to section 362 ...

would be narrowed into virtual nonexistence...we cannot ignore the

fundamental fact that in contemporary times, almost everything

costs something").

Unlike the findings of the United States Supreme Court in Ohio

v. Kovacs, 469 U.S. 274 (1985), the environmental obligation of

Hexcel set forth pursuant to the Directive cannot be reduced to a

dischargeable monetary claim. In Ohio v. Kovacs, the State of Ohio

obtained an injunction requiring Mr. Kovacs to remediate hazardous

substances on his property. Kovacs filed for bankruptcy, and the

State of Ohio argued that Kovacs's obligation to remediate the site

under Ohio's environmental laws was not a "debt" or "claim."

Thereafter, the State of Ohio admitted that the only performance

that it sought from Kovacs (since the state itself had already

cleaned up the property) was the payment of money. Kovacs, 469

U.S. at 281, n. 9, 283. Because the State admitted that the only

performance sought was the payment of money, the United States

Supreme Court found that Kovacs's obligations were reduced to a

monetary claim. The Supreme Court narrowly construed that, if the

only performance demanded of a polluter is the payment of money,

such would constitute a monetary judgment subject to discharge in

bankruptcy. 469 U.S. at 284. Kovacs is fully consistent with
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Torwico. As Kovacs stated, a debtor may not permit an ongoing

nuisance to continue in direct violation of state environmental

laws.

As such, it is clear that Hexcel must abide by the dictate set

forth in the AGO that provides that, pursuant to ISRA, Hexcel must

delineate and remediate not only the contamination at the Lodi

Site, but the contamination that emanated from the Site to other

areas. Such includes the Lower Passaic River. As such, this Court

should dismiss Hexcel's Complaint.

POINT II

HEXCEL'S ENVIRONMENTAL CLEANUP RESPONSIBILITY IS NOT A
DISCHARGEABLE "CLAIM" WITHIN THE MEANING OF 11 U.S.C. §101(5) OF

THE BANKRUPTCY CODE AND HAS NOT BEEN DISCHARGED.

In its Complaint, Hexcel contends that any environmental

liability that it may owe to NJDEP in regard to the Directive

should be considered a "contingent, unliquidated, and disputed

claim," that NJDEP did not file a proof of claim for such "claim"

in the Hexcel bankruptcy, and therefore, such. "claim" was

discharged in the Hexcel bankruptcy. Hexcel further contends that

any "claim" for contamination in regard to the Lower Passaic River

arose prior to the Hexcel bankruptcy, so that NJDEP is permanently

enjoined from taking any action to "collect" the alleged "claim" or

having the Lower Passaic River Directive fulfilled.

Hexcel errs by describing its environmental responsibility to

NJDEP for the Lower Passaic River as a "claim." As such, Hexcel's

environmental liability to NJDEP in regard to the Lower Passaic

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 15

958900024



River has not been discharged. Furthermore, whether environmental

discharges caused by Hexcel occurred prior or after the Hexcel

bankruptcy proceeding does not matter because, regardless of when

the discharges occurred, Hexcel's environmental liability in regard

to the Lower Passaic River has not been discharged and is not a

dischargeable liability.

What Hexcel suggests has the dangerous potential of making

bankruptcy law a haven for polluters that wish to escape their

liability, and is contrary to the Bankruptcy Code, case law, and

the intent of the New Jersey State Legislature. Under governing

New Jersey law and federal law, NJDEP has the right to fully

enforce the applicable environmental laws requiring Hexcel to clean

up the hazardous substances for which Hexcel is responsible that

have been discharged, not only at, but from, Hexcel's Lodi Site.

See CMC Heartland Partners v. General Motors Corp., 1994 WL 498357

(N.D. 111.) (order is enforceable and not affected by bankruptcy

proceeding; also citing Torwico with approval and coordinating

Kovacs, Chateauqay, and Heartland Partners).

POINT III

HEXCEL MAY NOT DISCHARGE LIABILITY TO WHICH IT AGREED UNDER THE
BANKRUPTCY SETTLEMENT AGREEMENT.

The Lodi Site was owned by Hexcel and was sold to Fine

Organics prior to the Petition Date for the Hexcel Chapter 11

bankruptcy proceeding. However, at the time of the Petition Date,

Hexcel was the subject of the AGO executed by Hexcel and NJDEP that

requires Hexcel to remediate the environmental contamination at
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Hexcel's Lodi Site, and any off-site contamination resulting from

discharges of hazardous substances on or from the Site. Hexcel

jointly entered in the AGO with NJDEP under NJDEP's regulatory

authority set forth in ECRA (now ISRA) . ISRA, at N.J.S.A. 13.-1K-12,

sets forth that no obligations imposed by ISRA are intended to

constitute a debt, claim, penalty or other civil action that could

be limited or discharged in a bankruptcy proceeding, and, as the

AGO provides, such obligations "shall constitute continuing

regulatory obligations imposed pursuant to the policy power of the

State of New Jersey, intended to protect the public health, safety

and welfare." As part of Hexcel's Chapter 11 bankruptcy

proceedings, Hexcel entered into a settlement agreement with Fine

Organics in 1997, pursuant to which Hexcel reacquired the Lodi

Site, leased the Site to Fine Organics, and agreed to comply with

the provisions of ISRA and the AGO with regard to the Site, and to

continue to post the requisite financial assurances with NJDEP.

Although NJDEP was aware of the contamination at the Lodi Site at

the time that NJDEP filed claims for the other contaminated sites,

NJDEP did not file a claim for the Site because Hexcel's regulatory

environmental responsibility for the remediation of the

contamination at and off the Site, pursuant to Torwico, is not a

dischargeable claim. See also In re Udell, 18 F.3d 403 (7th Cir.

1994) (citing Torwico, with approval, agreeing with Kovacs,

Chateauqay, and CMC Heartland, and that the State's cleanup order

was not a "claim") . In a concurring opinion, in Udell, Judge Flamm

wrote that any other outcome would be "patently absurd." 18 F.3d at
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412. Writing that an injunction is not a "claim" even if it does

give rise to money damages, he said:

[i]f ... an injunction may be stayed in
bankruptcy anytime the underlying breach of
contract or law also happens to give rise to
money damages, the real-world results would be
ludicrous. If we were to apply the plain text
of §101(5) (B) to individuals restrained by
court orders - e.g. trespassers, polluters,
stalkers, batterers - theoretically, simply by
filing bankruptcy, the violator could escape
from any restraining order prompted by a
breach that also gave rise to an award of
money damages. Certainly the parade of
horribles is extensive.

18 F.3d at 412. Moreover, the AGO, to which Hexcel agreed to

comply as part of the Hexcel Chapter 11 bankruptcy proceeding,

provided that compliance with the ACO shall not preclude NJDEP from

requiring that Hexcel comply with any orders issued by NJDEP,

including an order pursuant to the Spill Act.

POINT IV

HEXCEL'S COMPLAINT SHOULD BE DISMISSED BECAUSE HEXCEL'S
CHALLENGES TO THE DIRECTIVE ARE PREMATURE AND MAY ONLY BE RAISED
IN A JUDICIAL FORUM WHEN NJDEP SEEKS TO ENFORCE THE DIRECTIVE.

In its Complaint, Hexcel contends that any liability that

Hexcel may have in regard to the Directive was discharged pursuant

to the bankruptcy proceeding, having occurred pre-petition. What

Hexcel actually seeks is a ruling from this Court as to the timing

and extent of its environmental liability resulting from hazardous

substance discharges at its Site, a matter best suited to NJDEP and

New Jersey courts at the appropriate time, not here and now.
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Pursuant to New Jersey law, pre-enforcement review of these issues

by this or any other court at this time is not appropriate. Hexcel

must exhaust its administrative remedies with NJDEP. Moreover, the

AGO clearly states that any action be brought in the New Jersey

Superior Court, which has "jurisdiction over the subject matter and

signatory parties upon the filing of a summary action for

compliance pursuant to ECRA ...." See AGO, par. 14, Ex. B to

Stiener Decl. New Jersey Courts have the primary governmental

interest in resolving matters regarding environmental issues within

state jurisdiction. As such, Hexcel must not be permitted to forum

shop in what it believes is a more favorable court, rather than

follow the laws of the State of New Jersey.

Pursuant to the New Jersey Spill Act, under which the

Directive was issued, the use of the judicial process to review

defenses to Spill Act liability for a discharge of hazardous

substances may be asserted only after NJDEP seeks to enforce a

directive in court. In Matter of Kimber Petroleum Corp., 110 N.J.

69, 84, 539 A.2d 1181, 1188 (1988), app. dism. 488 U.S. 935 (1988);

Matter of J.I.S. Indus. Serv. Co. Landfill. 110 N.J. 101, 111-12,

539 A.2d 1197, 1202-03 (1988). Judicial participation should be

withheld until the administrative process has run its course.

Alliance for Disabled in Action v. Cont'1 Prop., 371 N.J.Super.

398, 408, 853 A.2d 328, 333-34 (App. Div. 2004). This is because

the New Jersey Supreme Court has held that "[a] good cause defense

[to a NJDEP enforcement action] is relevant only once a company
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refuses to comply with a DEP directive and DEP moves in court to

enforce the directive." Kimber, 110 N.J. at 84, 539 A.2d at 1188.

As Hexcel has failed to exhaust its administrative remedies, it is

inappropriate for it to submit to any court at this time its good

cause defenses against the Directive.

In Matter of Kimber Petroleum Corp. , 110 N.J. 69, 539 A.2d

1181 (1988), app. dism. 488 U.S. 935 (1988), and Matter of J.I.S.

Indus. Service Co. Landfill, 110 N.J. 101, 539 A.2d 1197 (1988),

the New Jersey Supreme Court established a mandatory procedure by

which an allegedly aggrieved party can challenge the terms and

conditions of any directive issued by NJDEP under the Spill Act.

The Supreme Court found that the Spill Act's potentially harsh

liability scheme, coupled with the Act's lack of pre-enforcement

review, gave rise to due process concerns. To ward off a challenge

to the Act's constitutionality, the Court imputed into the statute

a good-cause defense, and held that:

treble damages need not be assessed if the
party opposing such damages had an objectively
reasonable basis for believing that DEP's
directive was either invalid or inapplicable to
it, and any decision by the DEP to seek treble
damages in a recovery action [is to] be subject
to judicial review as any other agency action.

Kimber. 110 N.J. at 83, 539 A.2d at 1188. The Court held that "the

Legislature would have preferred the statute to remain in effect in

modified form to the statute being invalidated." 110 N.J. at 83,

539 A.2d at 1188. The Court stated that, in order to preserve the

regulatory integrity of the Act, a responsible party seeking to use
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a good-cause defense may do so only after NJDEP "moves in court to

enforce [its] directive." 110 N.J. at 84; 539 A.2d at 1188. The

Court stated:

The authorization of a good-cause defense to
the Act's treble damages provisions will
validate the Act's enforcement mechanisms. The
act so construed does not mean that compliance
with DEP directives will be slowed because some
parties challenge the directives in court . . .
A good-cause defense is relevant only once a
company refuses to comply with a DEP directive
and DEP moves in court to enforce the
directive.

Kimber, 110 N.J. at 83-84, 539 A.2d at 1188 (emphasis added;

footnote omitted).] Significantly, Kimber appealed to the United

States Supreme Court, but was denied certiorari.

In J.I.S., the New Jersey Supreme Court amplified its holding

in Kimber and found that the possibility that a responsible party

may have a good cause defense did not preclude NJDEP from issuing

a directive. NJDEP may do so when it deems it necessary or

appropriate, so long as the responsible party has the opportunity

to assert a good-cause defense. J.I.S., 110 N.J. at 112, 539 A.2d

at 1202; see also State v. Mobil. 246 N.J. Super. 331, 333, 587

A.2d 657, 658 (App. Div. 1991) (alleged polluter is not entitled to

a pre-enforcement challenge to an [ACO] before cleanup of a

contaminated site is undertaken").

In State v. Mobil, 246 N.J. Super. 331, 587 A.2d 657 (App.

Div. 1991), the court held that an alleged polluter is not entitled

to pre-enforcement review because such would require "courts to

become mediators, and ultimately arbitrators in remediation and
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clean-up negotiations between DEP and the regulated community."

Mobil. 246 N.J. Super, at 337-38, 587 A.2d at 661. The Court

stated that:

The parties are free to negotiate and agree to
terms of any clean-up undertaking contemplated
by the Spill Act. If they cannot agree DEP has
ample powers under the Act to proceed-and the
Act contains ample economic incentives to
motivate compliance [and] under Kimber [ ] the
alleged polluter ultimately will have ample due
process protection, though of necessity
delayed, but not diluted or denied altogether.
We see no reason under the Spill Act, or under
our general ecruity "jurisdiction, to interpose
ourselves at this point into this legislative
scheme and the parties' preclean-up bargaining.

Mobil, 246 N.J. Super, at 338 (emphasis added) . As such, a

responsible party must await an enforcement action by NJDEP before

it can raise issues of responsibility.

NJDEP followed its regulatory procedures when issuing the

Directive as set forth in the Rules at N.J.A.C. 7:26C-4.2. The

Rules provide that "a directive is intended to constitute a clear,

written notice of [a] persons's potential liability under [the

Spill Act] and to provide that person a timely opportunity to

respond to the directive." N.J.A.C. 7:26C-4.2(b). Directive

recipients have the option of complying with the directive in

accordance with the instructions, remitting partial payment (where

appropriate, not applicable here) in mitigation of any liability,

or refusing to comply. N.J.A.C. 7:26C-4.2(g). Directive recipients

who choose not to comply must submit a written response to NJDEP
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detailing the reasons for their decision, including all good-cause

defenses. N.J.A.C. 7:26C-4.2(h).

On November 10, 2003, Hexcel submitted to NJDEP its alleged

good-faith defense letter. Hexcel was thus afforded an opportunity

to assert its good-cause defenses as required by Kimber. Hexcel

will be fully entitled to raise any objections it may have to the

Directive in any action that NJDEP may bring to enforce the

Directive. Kimber and J.I.S. make it clear that Hexcel may only

raise those arguments at that stage. As such, the relief sought by

Hexcel now is clearly premature insofar as Hexcel is seeking a

determination that Hexcel is not a party responsible for the

environmental cleanup of the Lower Passaic River. As no pre-

enforcement review of the Directive is required, as no enforcement

action has been commenced, and as Hexcel has not exhausted its

administrative remedies, no final agency decision exists, and

judicial review is premature. Hexcel's Complaint is merely an

attempt to circumvent the legal process prior to NJDEP's

enforcement of the Passaic River Directive. Hexcel resorts to this

tactic because it recognizes that the Spill Act precludes pre-

enforcement review of the Directive. Clearly, Hexcel's real dispute

is whether the facts outlined in the Passaic River Directive give

rise to Spill Act liability for Hexcel in regard to the Passaic

River. This is a dispute that must be saved for another time,

specifically, the time at which NJDEP moves to enforce the

Directive. As judicial review is not appropriate at this time, and
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no actual controversy exists, Hexcel's Complaint as applicable to

NJDEP should be dismissed.

POINT V

HEXCEL'S CHALLENGE TO THE PASSAIC RIVER DIRECTIVE IS PREMATURE AS
THE ISSUE BEFORE THIS COURT IS NOT RIPE FOR ADJUDICATION.

NJDEP has not issued a final agency decision or commenced

enforcement proceedings. As such, Hexcel's challenges to the

Directive are premature because there is no ripeness of issues for

adjudication. The purpose of the ripeness requirement is to

prevent "the courts, through avoidance of premature adjudication,

from entangling themselves in abstract disagreements over

administrative policies." It also protects "the agencies from

judicial interference until an administrative decision has been

formalized and its effect felt in a concrete way by the challenging

parties." Suburban Trails, Inc. v. New Jersey Transit, 800 F.2d

361, 365 (3d Cir. 1986) (citing Abbot Lab, v. Gardner, 387 U.S.

136, 148-49 (1967)).

Courts are discouraged from acting in a matter until an agency

has completed its work and arrived at a definitive decision. Until

that time, judicial review is premature. Suburban, 800 F.2d at 365-

66. A court should not attempt to review the merits of a potential

dispute before an agency has adopted a final position. Premature

action by a court would be considered interference with an

administrative proceeding. Suburban, 800 F.2d at 366 (mere

notification without a final agency decision does not make a matter

ripe for adjudication).

Defendant NJDEP's Motion for Summary
Judgment, 93-48535 (AP 04-4246) 24 958900033



Here, no final decision has been made by NJDEP and no

enforcement action has been undertaken. The only activity by NJDEP

that has occurred was the issuance of the Directive, which is

merely a notice. Moreover, Hexcel has not suffered any hardship.

See, e.g. , Suburban, 800 F.2d at 366. What Hexcel is being ordered

to do under the Directive is no different than its environmental

responsibilities under the AGO. Under the AGO, Hexcel must

investigate the extent of its contamination from the Site and

remediate it. The Directive is not a new obligation, but rather a

request to focus on an specific area where contamination has been

discharged. Hexcel can only benefit from participation in the

Directive initiative because, instead of performing the studies and

remediation alone, it is likely that dozens of other entities will

share in the costs of the study and subsequent remediation. As

such, Hexcel's Complaint should be dismissed.

IV. CONCLUSION

For the reasons set forth above, NJDEP respectfully requests

that this Court grant NJDEP's Motion for Summary Judgment to

Dismiss Plaintiff Hexcel's Complaint as to NJDEP.

Respectfully submitted,
Peter C. Harvey
ATTORNEY GENERAL OF NEW JERSEY

Olawski-Stiener (JOS9020)
// / J 5 / A '-/

Dated:
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25 Market Street
P.O. Box 093
Trenton, NJ 08625-0093
Attorney for Defendant, The New Jersey
Department of Environmental Protection
By: Joan Olawski-Stiener, Deputy Attorney General (JOS9020)
(Admitted pro hac vice)
Telephone: (609) 984-6640
Facsimile: (609) 984-9315

Local Counsel: Margaret Padilla,
Deputy Attorney General,
California State Bar No. 99966
Office of the California Attorney General
1515 Clay Street, 20th Floor, P.O. Box 70550
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Telephone: (510) 622-2315
Facsimile: (510) 622-2270

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF CALIFORNIA - OAKLAND DIVISION

In re

HEXCEL CORPORATION,
a Delaware Corporation,

Reorganized Debtor.

HEXCEL CORPORATION,
a Delaware Corporation,

Plaintiff

vs.

NEW JERSEY DEPARTMENT OF
ENVIRONMENTAL PROTECTION,
UNITED STATES
ENVIRONMENTAL PROTECTION
AGENCY,

Defendants.

Case No. 93-48535
Chapter 11

Adversary Proceeding No. 04-4246

Date: February 17, 2005
Time: 2:00 p.m.
Place: 1300 Clay Street

Courtroom 201
Judge: Hon. Leslie Tchaikovsky

DECLARATION OF COUNSEL
WITH EXHIBITS
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I, Joan M. Olawski-Stiener, make the following Declaration

under the provisions of 28 U.S.C. § 1746:

1. I am a Deputy Attorney General with the State of New

Jersey, Department of Law and Public Safety. I am assigned to the

Cost Recovery and Natural Resource Damages Section of the Division

of Law, which provides legal representation to the New Jersey

Department of Environmental Protection and its employees. I am

assigned to represent defendant Department of Environmental

Protection in the above matter. I am admitted to the Court pro hac

vice in this matter.

2. I submit this declaration in support of the Department of

Environmental Protection's motion, pursuant to Fed.R.Civ.P. 56, for

an Order for summary judgment in the above-captioned matter.

3. I attach to this declaration true and accurate copies of

the following documents in support of the Department of

Environmental Protection's motion for summary judgment:

Exhibit A: A Deed, dated April 17, 1997, Fine

Organics Corporation, Grantor, and Hexcel, Corporation, Grantee.

Exhibit B: An Administrative Consent Order, dated

January 31, 1986, between Hexcel Corporation and the New Jersey

Department of Environmental Protection.

Exhibit C: A News Release, dated December 6, 1993, by

Hexcel Corporation.
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Exhibit D: A facsimile sample copy of a document

provided by plaintiff's counsel, entitled "Notice of Deadline for

Filing Proofs of Claim."

Exhibit E: A Stipulation Regarding Reorganized

Debtor's Compromise of Controversy with Fine Organics Corporation,

dated March 24, 1997, between Hexcel Corporation and Fine Organics

Corporation.

Exhibit F: A facsimile copy of a Settlement

Agreement, dated March 21, 1997, between Hexcel Corporation and

Fine Organics Corporation, provided by plaintiff's counsel.

Exhibit G: A Proof of Claim, dated April 18, 1994,

filed on behalf of New Jersey Department of Environmental

Protection and Energy.

Exhibit H: A First Amended Disclosure Statement

Pursuant to Section 1125 of the Bankruptcy Code for the First

Amended Plan of Reorganization Proposed by the Debtor and the

Official Committee of Equity Security Holders, Dated as of November

7, 1994.

Exhibit I: Order, dated November 9, 1994, Approving

the First Amended Disclosure Statement Proposed by the Debtor and

the Equity Committee Pursuant to Section 1125 of the Bankruptcy

Code.

Exhibit J: Order, dated January 10, 1995, Confirming

First Amended Plan of Reorganization Proposed by the Debtor and the
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Official Committee of Equity Security Holders, Dated as of November

7, 1994.

Exhibit K: First Amended Plan of Reorganization

Proposed by the Debtor and the Official Committee of Equity

Security Holders, Dated as of November 7, 1994.

Exhibit L: Directive No. 2003-01, Directive No. 1,

Natural Resource Injury Assessment and Interim Compensatory

Restoration of Natural Resource Injuries, issued by the New Jersey

Department of Environmental Protection, dated September 19, 2003.

Exhibit M: Letter, dated November 10, 2003, to John

Sacco, Director, Office of Natural Resource Restoration, from

Robert Mahoney Esq., re: In the Matter of the Lower Passaic River

Directive No. 1 - Natural Resource Injury Assessment and Interim

Compensatory Restoration of Natural Resource Injury ("Directive No.

1") .

4. I hereby certify that the foregoing disclosures made by

me are true. I am aware that if the foregoing disclosures are

willfully false, I am subject to punishment.

PETER C. HARVEY
ATTORNEY GENERAL OF NEW JERSEY

Executed on November _ , 2004 _ __
Jo.̂ n/M. Olawski-Stiener (J<&S/ 9020)
Deputy Attorney General
Counsel for the State of New Jersey
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CONSIDERATION: t.200.000.00 REALTY FEE: 5.771.00
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IPrlnt tlgner^nantf below afgnatura)

&OTOTAL t 5,775.00 «<t. RECVD: S.BOI.OO • ;D

Efarry J. Fafkds, Esq.

TKe Oood (a made on April / /, 1997

BETWEEN FINE ORGANICS CORPORATION, a Delaware corporation (f/k/a FOA
Corporation, a Delaware corporation),

.jj,...,. iub wain Street, Lodi, New Jersey,

referred to as the Grantor

AND KTDlCEL CORPORATION, a Delaware corporation

^- CDWJ7Y CL £r)K

Q i i 5 9 5 l
iUGilL'i.U-UL/IGE.S L'OUNi 'I

97 APR 18 PH2:Q9

eeddre.eie 5794 West Las Positas Boulevard, Pleasanton, California 94588-8781,

rat»R*d lo at th« Gram««. The word* "Grantot' ind "Grantet" thai! maan
an Grantotv and an Grantaaa Datad abova.

Transfer of Ownership. Tha Grantor grants and conveys ttransfen ownership of) tha property described below to the Grantee.
TO. tr.n.f.r I. made for ihe aum of ONE MILLION TWO HUNDRED THOUSAND DOLLARS AND 00 CENTS
($1,200,00.00) Tha Grantor acknowledge! receipt of Ihia money.

Tax Map Reference. IN.J.S.A. 46:15-2.11 Municipality of Lodi
BockNo. 161.01, Lot No. 1.01 and Block No. 81.0f7"l<°t 10.01 ACCOUMNO.

[ J No property tax (dentifioatfan number la available on tha date of thle dead. (Chock box If applicable).

Property. The property eontlete of the land and an the bulldlnos and awucturee on «>a land In tha Borough of

Lodi County of Bergen and State of New Jeraay. Tha legal deacnption la:

See Schedule "A" annexed hereto.

On March 13, 1987, FOA Corporation changed it's name to Fine Organics
Corporation.

Being the sane premises intended to be conveyed to the Grantor herein by deed
fron the Grantee herein, dated March 17, 1986, and recorded Hay 6, 1986, in
the Bergen County Clerk's Office in Deed Book 7007, page 428.

New Jersey - BARGAIN AND SALE DEED twhh Covenant! - Corporation to Ind. or Corp. - Plain LanBuaoe
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SCHEDULE "A "

Ali that tract or parcel of land and premises, situate, lying and bexng in the
Borough of Lodi in the County of Bergen and State of New Jersey, tore
particularly described as

AS -K> TWCT I (Lot 10X, Blcck B1A) •

BQ3DWIB3 at & paint in the westerly line of Main street distant three hundred
twenty— one feet and fifty-seven coe-hundredtlis of a foot (321.57) on a grid
bearing of South 15 degrees 32 sinutea 55 seccrds Vttst iron the intersection at
the Northern Boundary line of the Third Tract, as described in the fourteenth
course of the deed frog the UnitaS Piece Eye Works, a Dew Jersey Cnrporatica,
et al, to Borough of Ledi, bearing date of April 1, 1939, and recorded in- the
Bergen County Clerk's Office co ftpril 4, 1939, in Bock 2153 of Deeds for Bergen
County, page 429 &c and being further designated therein as the northerly lino
of lands conveyed to Boettger Piece Dye Works by Cornelius Van Dien by Deed
dated February 14th, IBM end recorded in the Bergen County Clerk's Office on
April 29th, 1B9B, in Book 466 of Deeds, on page 433 etc. Ihis point of
beginning being further fixed as the paint in the westerly Hn« of Main Street
distant one hundred twenty-one feet and fifty-one coe-taundredths of a foot
(121.51) co A grid bearing of North 0 degrees 7 ninutes 30 seccods ffest from
monument 3B3B established by Qie S.J. Geodetic Control Survey and having the
coordinates X:: 2,160,955.37 and Jfi; 746,255.52. TSvs various courses forsipo.
the outline of property to be deeded herein run as follcua: fraa the above
described paint of beginning (1) on a grid bearing of North 74 degrees 27
minutes 05 seconds West; a distance of four hundred (4OO) feet store or less, to
the center line of the Saddle River; thence (2) aloog the center line Of the
Saddle River upstream to the intersection of this center linp with the
northerly boundary line of the Third Tract described above a distance of
approximately three nundrrf thirty-four (334) feet, tore or less returning to
the point of beginning and running thence (3) along the westerly Hrm of Main
Street on a grid bearing of North 15 degrees 32 oinutes 55 seconds East a
distance of one hundred sixty-two feet and thirty-two one-bunjredths 'Of a fcot
(162.32) to a paint whose coordinates are X.-s 2,160.993.88 and Y:: 746,411.90
thence (4) on a grid bearing of tfarth 74 degrees 27 minutes 5 BPonrria West a
distance of eighty-two feet and thirty-eight one-hundredths of a fcot (82.38)
to a point whose ccordisatts are X:: 2,160,919.51 and Y:i 746,433."9B; thence
(5) on a grid bearing of North 15 degrees' 31 minutes 17 seconds East a distance
o£ one hundred fifty-nine feet and sixty-four one-fcunaredths of, & foot (159.64)
to a point whose coordinates areXii 2,160,9§2.23 and YII 745,587.80! this
paint' 15 iS^er "fiSS ^ feeing' diEtant one h&dred' live' feet' ana nineteen.
one-hundredths of a fcot (105.19) on a course of North 80 degrees 19 minutas 4fl
seconds West frcm a point in the traverse line between monuments 3838 and 3B39
established by the H.J. Gecdetic Control Survey, said point being four hundred
forty-nine feet and eighty-five one- hundredths of a fcot (449-85) distant fxcm
nojivment 1B3B; thence (61 an a grid bearing of Bortji 74 degrees 10 ainirtf.s 35
seconds West a distance two hundred thirty-seven (237) "feet, wore or Icae, to
the center line of the Saddle River meting there the ending point of second

•course herein -above described. ! of 3 -
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SCHEDULE '"A

AS W£T II (Lot IA, Blods 161A)

at a paint in the nost southeasterly T"r of the parcel about to be
described, said beginning point being the following fmr courses and distances
from the intersection, forned by the westerly line of Main Street and the
northerly line of Molnar Bead (1) Berth IS degrees 32 "i""-»° 55 3econds_EaBt a

distance of 122.32 feet; (2i curving. to the laft on a radius.of 2B1.00 feet and
arc distance of 56.35 feet; (SjHarOi 3 degrees 3<f mnutes 05 seconds East a
distance of 144.67 feet: (4) North 74 degrees 10 ninutes 35 seconds West a
distance of 5-3B feet to the point of beginning running thmne (1) Itarth 74
degree 10 ninutes 35 seconds West a distance of 269 feet, plus or ninus, to
the -'centerline of Saddle River, running thence (2) returning to the point of
beginning and running thence forth 7 degrees .54 nitrates 07 seconds West a
distance of 239.13 feet to a point, running thence (3) Sarth 74 degrees 10
minutes 35 seconds West a distance of 135 feet pluj or raitua to the centerline

a distance oc 222 feet plus o£ &O.DUG to of the £ixat cxxu:st>.

EXCEPTIN3 thereout so much of hereinafter described as follows:

BEGIKSIN3 at a point in the nost southeasterly f™-r""" of the parcel about to be
described, said point being the following four courses and dig^ri^fi fxoa the
intersection foraed by the westerly line of Main Street and tne northerly line
of tolnai Road (1) Itarth 15 degrees 22 njmTt-..e 55 seconds .East a distance of
122.32 feet; (2) curving to the left on a radius of 281.00 feet an arc distance
of 58.35 feet; (3) North 3 degrees 39 »rinm-«.<i 05 seconds East a distance of
144.67 feet; 14) Horth 74 degrees 10 minutes 35 seconds West a distance of 5.38
feet to the point of beginning, running >-h°"~ (1) North 74 degrees 10 rdnutca
35 seconds Wetrt a distance of 21.31 feet to a point, running tnmn? (2) tbrth
15 degrees 31 minutes 17 seconds East a distance of 49.08 feat to a point,
running thence (3) South 7 degrees 54 minutes 07 seconds East a distance. of
53.61 feet to the point or p^*<^r o£ beginning.

2 of 3

958900042



DEED DESCRIPTION - SCHEDULE "A

ALL that piece or parcel of property, situate, lying and
being in the Borough of Lodi, the County of Bergen and the State
of New Jersey:

BEING known and designated as Lot 10.01 in Block 81.01 and
Lot 1.01 in Block 161.01 on the Tax Assessment Map of the
Borough of Lodi, Bergen County, New Jersey.

BEGINNING AT A POINT on the westerly street line of Main
Street where the same is intersected by the northerly street
line of Molnar Lane ( 20 feet wide ); thence from said point of
beginning:

1) N 74 - 27' - 05" W, 400 more or less to the centerline
of Saddle River; thence returning to the Point of
Beginning, and running thence

2) N 15 - 32' - 55" E, Along the westerly street line of
Main Street, 122.32 feet to a point of curvature;
thence

3) Along the arc of a curve bearing to the left having a
radius of 281.00 feet an arc distance of 40.14 feet in
a generally northerly direction to a point; thence

4) N 74 - 27' - 05" V), Along the division line of Lots
10.01 and ll.Ol, 82.38 feet to a point; thence

5) N 15 - 31' - 17" E, Along the division line of Lots
10.01 and 11.01, 159.64 feet to a point; thence

6) S 74 - 10' - 35" E, Along the division line of Lots
1.01 and 11.01, 19.30 feet to a point on the westerly
line of the N.J.S.H. Route 46 exit ramp; thence

7} N 15 - 31' - 17" E, Along the westerly line of the
N.J.S.H. Route 46 exit ramp, 49.08 feet to a point;
thence

8) N 7 - 54' - 07" W, Continuing along the westerly line
of the N.J.S.H. Route 46 exit ramp, 185.52 feet to a.
point; thence

9) N 74 - 10' - 35" W, Along the northerly line of Lot
1.01, 135 more or less to the centerline of Saddle
River; thence

10) Along the centerline of Saddle River, along various
courses in a southerly direction, 560 feet more or
less, to the end of the first course described above.

COMMONLY known as 205 Main Street, Lodi, New Jersey

THIS description is in accordance with
All County Surveying, P.C., dated March

•ey made by
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Promises by Grantor. The Grantor prcrmltoi that the Grantor hai dona no act to encumber th» property. Thif prorriie It
called • 'covenant ai to grantor's acti" (NJ.5.A. 46:4-6). This prornta moans that tha Grantor has not allowed anyone else to obtain Bny legal
right* which affect the property (vuch at by making • mortgage or allowing • judgment to be entered egainit the Grantor),

Signatures. Thi« Dead It signed and atteetad to by tha Grontor'i proper corporate offictra ai of tha date at the top of tha
fint page. Iti eorporata >ee) It affixed.

Atta»tad by: CORPORATION, a
Ion

STATE OF NEW JERSEY, COUNTY OF BERGEN 66:

I CERTIFY that on Apr 11 ̂  , 1997, Gary F . Str Sub , perion*nv c«rx. b.lor. m« «nd
•cknowlvdoad under oath, to my ••liefaction, that:

i.) thiip.tion signed, sealed and delivered the attached Deed as
President of the Corporation named in this Deed;

(b) the proper corporate seal was affixed;
(c) this Deed was signed and made by the corporation as its voluntary

act and deed by virtue of authority from its Board of Directors;
and /

(d) th. Full and actuel consideration paid or to ba paid for tha transfer of rjtia la /
11,200.000.00 tSuoh consideration la defmai

Barry J.̂ Farkas
Attorney at Law of New Jersey

& SEPM TB--

/ John M.
/ Porzio, B
/ 163 Hadi
I , Morristi

JRI COUNTY LAWYERS SERVICE INC.
P.O. Box 8209

Somerville, NJ 08876

END OF DOCUMENT

an, Esq.
mberg & Newman
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§tate of Neui Jersey
DEPARTMENT OF ENVIRONMENTAL PROTECTION

DIVISION OF WASTE MANAGEMENT

HAZARDOUS SITE MITIGATION ADMINISTRATION
MARWAN M SADAT P E CN 028. Trenton, N.J. 08625 JORGE H. BERKOWITZ. PH.D.

D|RECTOR ' ADMINISTRATOR

IN THE MATTER OF : ADMINISTRATIVE
HEXCEL CORPORATION : CONSENT ORDER
ECRA CASE #86009 :

The following FINDINGS are made and ORDER is issued pursuant to the authority
vested in the Commissioner of the New Jersey Department of Environmental
Protection (hereinafter "NJDEP") by N.J.S.A. 13:1D-1 et seq. and the
Environmental Cleanup Responsibility Act, N.J.S.A. 13:lK-6 et seq., and duly
delegated to the Assistant Director for Enforcement and Field Operations within
the Division of Waste Management pursuant to N.J.S.A. 13:lB-4.

FINDINGS

1. The Environmental Cleanup Responsibility Act, N.J.S.A. 13:lK-6 et seq.
("ECRA" or "the Act"), was signed into New Jersey State Law by Governor
Thomas H. Kean on September 2, 1983, and took effect on December 31, 1983.

2. ECRA required the NJDEP to adopt rules and regulations to implement the Act.
On March 6, 1984, NJDEP adopted the Interim ECRA Regulations, N.J.A.C. 7:1-3
("Regulations") in compliance with the Administrative Procedure Act,
N.J.S.A. 52:14B-1 et seq., upon acceptance for filing by the Office of
Administrative Law pursuant to N.J.A.C. l:30-4.4(d).

3. ECRA requires that the owner or operator of an industrial establishment
planning to sell or transfer operations (a) notify the NJDEP in writing
within five (5) days of the execution of an agreement of sale pursuant to
N.J.A.C. 7:1-3.7, (b) submit within (60) days prior to transfer of title a
Negative Declaration or Cleanup Plan to the NJDEP for approval, and (c)
obtain, upon approval of any necessary Cleanup Plan by the NJDEP, a surety
bond or other financial security approved by the NJDEP guaranteeing
performance of the Cleanup Plan_in an amount equal to the cost estimate for
the approved Cleanup Plan.

4. N.J.S.A. 13:1K-13 provides that failure to submit a Negative Declaration or
Cleanup Plan pursuant to ECRA is grounds for voiding the sale by NJDEP. Any
person who knowingly gives or causes to be given any false information or
who fails to comply with the provisions of ECRA is liable for a penalty of
not more than $25,000.00 for each occurrence, and each day of a violation of
a continuing nature constitutes an additional and separate offense.
Furthermore, any officer or management official of an industrial
establishment who knowingly directs or authorizes the violation of any
provisions of the Act shall be personally liable for the $25,000.00
penalties for each violation described above.

New Jersey Is An Equal Opportunity Employer 958900046
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5. Hexcel Corporation ("Hexcel"), a Delaware corporation, through its Hexcel
Industrial. Chemicals Group subdivision, owns and operates a chemical
manufacturing facility located at 205 Main Street, Lodi, Bergen County; said
site being further known as Block 81-A, Lot 10-A and Block 161-A, Lots 1A
and 2A on the tax map of the Borough of Lodi ("Lodi facility" or "subject
Industrial Establishment"). Hexcel has informed NJDEP that the Standard
Industrial Classification ("SIC") number which best describes the operations
at the Lodi facility is 2833. Hexcel has further informed NJDEP that
hazardous substances are used in the operations at the Lodi facility. The
Lodi facility is an Industrial Establishment as defined by ECRA.

6. On December 31, 1985, Hexcel entered into a Purchase Agreement with FOA
Corporation ("FOA"), a Delaware Corporation, to sell the Hexcel Industrial
Chemicals Group subdivision to FOA ("Transaction"). The Transaction includes
the sale of the Lodi facility. NJDEP and Hexcel expressly agree that the
Transaction is a change in ownership of the Lodi facility subject to ECRA
and the Regulations.

7. On January 7, 1985, Hexcel submitted to NJDEP the General Information
Submission ("CIS") portion of the Initial Notice as required by N.J.A.C.
7:1-3.7. NJDEP reviewed the CIS, assigned the Lodi facility ECRA Case
//86009, and in a letter dated January 9, 1986 found the CIS to be. complete.
On January 15, 1986, Hexcel submitted to NJDEP the Site Evaluation
Submission ("SES") portion of the Initial Notice. NJDEP reviewed the SES,
and in a letter dated January 21, 1986 found the SES to be incomplete.

8. Hexcel has informed NJDEP that, due to the multi-state nature of the
Transaction with only the Lodi facility located in New Jersey, the current
tenuous viability of the business conducted at the Lodi facility, and the
competitive disadvantage posed by an unconsummated transaction, the
Transaction must be consummated on or about January 31, 1985. Hexcel has
further informed NJDEP that Hexcel cannot comply with all of the
requirements of ECRA and the Regulations prior to January 31, 1986.
Therefore, Hexcel has requested that NJDEP prepare an Administrative Consent
Order which, when effective, will allow the Transaction to be consummated
prior to the completion of all administrative requirements.

9. In appropriate "cases, NJDEP may allow transactions subject to ECRA to
proceed prior to completing the standard ECRA administrative process by
execution of an Administrative Consent Order. The Administrative Consent
Order specifies a time schedule for completion of ECRA requirements by the
industrial establishment and provides for financial assurance in a form and
amount acceptable to NJDEP prior to consummation of any transactions subject
to ECRA. Failure to fully comply with all the terms and conditions of the
Administrative Consent Order shall subject the Ordered Party(ies) to the
full range of penalties and remedies prescribed in the Act, the Regulations,
and the Administrative Consent Order.

ORDER

NOW, THEREFORE, IT IS ORDERED AND AGREED THAT:

10. ECRA Program Requirements

A. Hexcel shall complete the SES portion of the Initial Notice required by
N.J.A.C. 7:1-3.7 within thirty (30) days from the effective date of

this Administrative Consent Order.
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B. Within ninety (90) days from receipt of NJDEP's written approval of the
Sampling Plan prepared, pursuant to N.J.A.C. 7:l-3.7(d)14 and N.J.A.C.
7:1-3.9, Hexcel shall initiate, complete, and submit to NJDEP the
results from any NJDEP-approved Sampling Plan including, but not
limited to, complete delineation of environmental contamination
on-site, and any off-site environmental contamination resulting from
discharges of hazardous wastes or substances on or from the subject
Industrial Establishment. NJDEP and Hexcel recognize that additional
sampling may be necessary during the various stages of the
implementation of this Administrative Consent Order and ECRA, including
during the implementation of a Cleanup Plan, at the subject Industrial
Establishment to delineate fully the nature and extent of environmental
contamination on-site, and any off-site environmental contamination
resulting from discharges of hazardous substances or wastes on or from
the subject Industrial Establishment. Therefore, Hexcel agrees to
submit any additional sampling plans for NJDEP review and approval
required by NJDEP in writing during the various stages of the
implementation of this Administrative Consent Order and ECRA, including
during the implementation of a Cleanup Plan, to further delineate the
nature and extent of environmental contamination on or from the subject
Industrial Establishment. NJDEP and Hexcel mutually agree that Hexcel
shall submit any additional sampling plans required to NJDEP for review
and approval within thirty (30) days of the receipt of said written
request. Within ninety (90) days from receipt of NJDEP's written
approval of any additional sampling plans, Hexcel shall initiate,
complete and submit to NJDEP the results from any additional
NJDEP-approved sampling plan required pursuant to this paragraph.

C. Hexcel shall submit a Negative Declaration or Cleanup Plan within sixty
(60) days from receipt of a written demand from NJDEP for a Negative
Declaration or Cleanup Plan. If a Cleanup Plan is required, the
Cleanup Plan shall address remediation of any contamination identified
on or from the subject Industrial Establishment. Any Negative
Declaration or Cleanup Plan submitted shall conform to N.J.A.C. 7:1-3.
NJDEP shall notify Hexcel in writing requiring Hexcel to submit either
a Negative Declaration or Cleanup Plan when sampling results have
satisfied NJDEP's requirement to delineate fully the nature and extent
of environmental contamination on or from the subject- Industrial
Establishment.

D. Hexcel shall implement any NJDEP approved Cleanup Plan in accordance
with the approved time schedule or defer implementation of all or part
of the Cleanup Plan subject to NJDEP approval pursuant to N.J.A.C.
7:1-3.14.

E. Should NJDEP determine that any submittal made under Paragraph 10 of
this Administrative Consent Order is inadequate or incomplete, then
NJDEP shall provide Hexcel with written notification of the
deficiency(ies), and Hexcel shall revise and resubmit the required
information within a reasonable period of time not to exceed thirty
(30) days from receipt of such notification.

F. All submissions requred pursuant to Paragraph 10 or any other provision
of this Administrative Consent Order shall be accompanied by all
appropriate fees required pursuant to the Fee Schedule for ECRA,

N.J.A.C. 7:1-4.

958900048



11. Financial Assurance

A. Hexcel shall obtain and provide to NJDEP financial assurance in the
form of a surety bond or letter of credit in the amount of $3,000,000
prior to execution of this Administrative Consent Order. The financial
assurance must conform with the requirements of N.J.S.A. 13:lK-9(b)3,
N.J.A.C. 7:1-3.10, N.J.A.C. 7:1-3.13, and this Administrative Consent
Order.

B. Hexcel shall establish and submit to NJDEP a standby trust fund within
seven (7) days from the effective date of this Administrative Consent
Order. The financial institution which issues the financial assurance
shall agree to promptly and directly deposit all amounts up to the
total value of the financial assurance into the standby trust fund upon
demand by NJDEP.

C. Upon NJDEP approval of a Cleanup Plan, Hexcel shall amend the amount of
the financial assurance, described in A. above, to equal the estimated
cost of implementation of the approved Cleanup Plan, or shall provide
such other financial assurance as may be approved by NJDEP in an amount
equal to the estimated cost of implementation of the approved Cleanup
Plan.

D. In the event that NJDEP determines that Hexcel has failed to perform
any of its obligations under this Administrative Consent Order or ECRA,
NJDEP may draw on the financial assurance provided, however, that
before any such demand is made, NJDEP shall notify Hexcel in writing of
the obligation(s) with which it has not complied, and Hexcel shall have
reasonable time, not to exceed fourteen (14) calendar days, to perform
such obligation(s) to NJDEP's satisfaction. Nothing in this paragraph
shall prevent NJDEP from collecting stipulated penalties pursuant to
the terms of this Administrative Consent Order for cause.

E. Upon NJDEP's written approval of a Negative Declaration, Hexcel shall
be relieved of any further obligation to maintain in full force and
effect the financial assurance required by this Administrative Consent
Order for the facility which is the subject of the NJDEP-approved
Negative Declaration. Upon NJDEP's written approval of the completion
of any cleanup required by this Administrative Consent Order, as
verified by final site inspection pursuant to N.J.A.C. 7:l-3.12(e) and
upon Hexcel's satisfaction of all financial obligations in connection
therewith, Hexcel shall be relieved of any further obligation to
maintain in full force and effect the financial assurance required by
this Administrative Consent Order for the facility at which the
approved cleanup has been completed.

12. Additional Conditions of Consent

A. Hexcel shall allow NJDEP access to the subject Industrial Establishment
for the purpose of undertaking all necessary monitoring and
environmental cleanup activities. Prior to entry into this
Administrative Consent Order, Hexcel shall provide NJDEP with
appropriate documentation that FOA shall allow the NJDEP access
required herein.
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B. Compliance with the terms of this Administrative Consent Order shall
not excuse Hexcel from obtaining and complying with any applicable
federal, state or local permits, statutes, regulations and/or orders
while carrying out the obligations imposed by ECRA through this
Administrative Consent Order. The execution of this Administrative
Consent Order shall not excuse Hexcel from compliance with all other
applicable environmental permits, statutes, regulations and/or orders
and shall not preclude NJDEP from requiring that Hexcel obtain and
comply with any permits, and/or orders issued by NJDEP under the
authority of the Water Pollution Control Act, N.J.S.A. 58:10A-1 et
seq., the Solid Waste Management Act, N.J.S.A. 13:1E-1 et seq., and the
Spill Compensation and Control Act ("Spill Act") N.J.sTA7~~58:10-23.11
et seq., for the matters covered herein. The terms and conditions of
any such permit shall not be pre-empted by the terms and conditions of
this Administrative Consent Order if the terms and conditions of any
such permit are more stringent than the terms and conditions of this
Administrative Consent Order. Should any of the measures to be taken
by Hexcel during the remediation of any ground water and surface water
pollution result in a new or modified discharge as defined in the
NJPDES regulations, N.J.A.C. 7:14A-1 e£ seq., then Hexcel shall obtain
a NJPDES permit or permit modification from NJDEP prior to commencement
of said activity.

C. NJDEP agrees that it will not bring any action, nor will it recommend
that the Attorney General's Office bring any action for failure to
comply with (a) the time requirements in N.J.S.A. 13:lK-9(b)l that
NJDEP be notified within five (5) days of execution of an agreement of
sale and (b) the time requirement in N.J.S.A. 13:lK-9(b)2 that a
Negative Declaration or Cleanup Plan be submitted sixty (60) days prior
to transfer of title. NJDEP also agrees that it will not bring any
action, nor will it recommend that the Attorney General bring any
action seeking monetary penalties for Hexcel"s failure to meet the
time requirements specified in (a) and (b) of this paragraph.

D. No obligations imposed by this Administrative Consent Order (other than
by paragraph "E" below) are intended to constitute a debt, claim,
penalty or other civil action which could be limited or discharged in a
bankruptcy proceeding. All obligations imposed by this Administrative
Consent Order shall constitute continuing regulatory obligations
imposed pursuant to the police power of the State of New Jersey,
intended to protect the public health, safety and welfare.

E. In the event that Hexcel fails to comply with any of the provisions of
this Administrative Consent Order, Hexcel shall pay to NJDEP
stipulated penalties in the amount of $5,000.00 for each day on which
Hexcel fails to comply with any obligation under this Administrative
Consent Order provided, however, that no such stipulated penalty shall
be payable by Hexcel with respect to such period that said failure to
comply results from Force Majeure.
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F. The provisions of this Administrative Consent Order shall be binding
upon Hexcel and its officers, management officials, employees, agents,
successors in interest, assigns, tenants, and any trustee in bankruptcy
or receiver appointed pursuant to a proceeding in law or equity.

G. Hexcel's failure to submit an approvable Negative Declaration or
Cleanup Plan shall constitute grounds for the NJDEP to void the subject
sale or transfer. NJDEP's right to void the subject sale or transfer
shall terminate upon NJDEP's written approval of an appropriate
Negative Declaration or Cleanup Plan submitted by Hexcel pursuant to
this Administrative Consent Order and ECRA.

H. Any submission to be made to NJDEP in accordance with this
Administrative Consent Order shall be directed to:

Anthony J. McMahon, Chief
Bureau of Industrial Site Evaluation
Division of Waste Management
428 East State Street
Trenton, NJ 08608

13. Force Majeure

If any event occurs which purportedly causes or may cause delays in the
achievement of any deadline contained in this Administrative Consent Order,
Hexcel shall notify NJDEP in writing within ten (10) days of the delay or
anticipated delay, as appropriate, referencing this paragraph and describing
the anticipated length, precise cause or causes, measures taken or to be
taken and the time required to minimize the delay. Hexcel shall adopt all
necessary measures to prevent or minimize any delay. If any delay or
anticipated delay had been or will be caused by fire, flood, storm, riot,
strike or other circumstances alleged to be beyond the control of Hexcel,
then the time for performance hereunder may be extended by NJDEP for a
period no longer than the delay resulting from such circumstances, provided
that NJDEP may grant additional extensions for good cause. If the events
causing such delay are not found by NJDEP to be beyond the control of
Hexcel, failure to comply with the provisions of the Administrative Consent
Order shall constitute a breach of the Administrative Consent Order's
requirements. The burden of proving that any delay is caused by
circumstances beyond Hexcel's control and the length of such delay
attributable to those circumstances shall rest with Hexcel. Increases in
the costs or expenses incurred in fulfilling the requirements contained
herein shall not be a basis for an extension of time. Similarly, delay in
completing an interim requirement shall not automatically justify or excuse
delay in the attainment of subsequent requirements.

14. Reservation of Rights

This Administrative Consent Order shall be fully enforceable in the New
Jersey Superior Court having jurisdiction over the subject matter and <0
signatory parties upon the filing of a summary action for compliance <g
pursuant to ECRA. This Administrative Consent Order may be enforced in the <o
same manner as an Administrative Order issued by NJDEP pursuant to other ®
statutory authority and shall not preclude NJDEP from taking whatever action O
it deems appropriate to enforce the environmental protection laws of the ^

State of New Jersey in any manner not inconsistent with the terms of this
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Administrative Consent Order. It is expressly recognized by NJDEP and
Hexcel that nothing in this Administrative Consent Order shall be construed
as a waiver by NJDEP of its rights with respect to enforcement of ECRA on
bases other than those set forth in the ECRA Program Requirements section of
this Administrative Consent Order or by Hexcel of its right to seek review
of any enforcement action as provided by the Administrative Procedure Act,
N.J.S.A. 52:14B-1 et seq. Furthermore, nothing in this Administrative
Consent Order shall constitute a waiver of any statutory right of NJDEP to
require Hexcel to implement additional remedial measures should NJDEP
determine that such measures are necessary to protect the public health,
safety and welfare.

15. Hexcel hereby consents to entry of this Administrative Consent Order and
waives its right to a hearing concerning the terms hereof pursuant to
N.J.S.A. 52:14B-1 et seq.

16. This Administrative Consent Order shall take effect upon the signature of
all parties. Upon the signature of all parties, Hexcel may complete the
sale or transfer of the Lodi facility subject to the Administrative Consent
Order.

NEW JERSEY DEPARTMENT OF
ENVIRONMENTAL PROTECTION

Date: ^/JL /XL By:
I 7 Joseph Rogal^ki, Assistant

' yirector fb/ Enforcement &
:/Fiead Operations

HEXCEL CORPORATION

Date: 3_lst of Jan 1986, By:

Name: John F.

Title: vicy» Prppndpnl-. Secretarv
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NEWS RELEASE

Hcxctl Corporation, 5794 W. Lag Potltag Blvd., Plcasanton, CA 94588 (510)847-9500

CONTACT: William P. Meehan

(510) 847-9500

HEXCEL ANNQUNCE-S CHAPTER I1 FTIING

PLEASANTON. CA (DECEMBER 6. 1993) -- Hexcel Corporation (NYSE/PSE: "HXL") today
«

announced that the Company has filed a voluntary petition for relief under the provisions of Chapter

11 of the United States Bankruptcy Code in the United States Bankruptcy Court for the Northern

District of California, Oakland Division. Hexcel's filing will allow the Company to restructure its

financial obligations through a plan of reorganization, after ongoing efforts for an out-of-court

restructuring failed.

The Board of Directors and its new management team have worked since August on a course

intended to bring financial stability to the Company through the infusion of new capital to finance

an operational restructuring. Although unable to persuade the senior lender group to commit new

money, the Company was successful in attracting an equity investor. The plan provided for up to

$40 million of new equity from the investor and management and incorporated a rights offering to

existing shareholders. This plan was subject to agreement by all senior lenders to a debt

restructuring. Over the last two weeks, a consensus had been reached by the Company with all

senior lenders, except Chemical Bank. Efforts to reach a compromise or other solution proved

fruitless, and although Chemical Bank expressed a willingness to be taken out of its loan, the terms

were such that the Company was unable to accommodate Chemical Bank and other lenders were

1
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unwilling to do so.

This bankruptcy proceeding is limited solely to Hexcel Corporation, the U.S. parent company.

Domestic and foreign business operations should continue with a minimum of disruptions or

impediments in spite of this filing. As a Chapter 11 debtor in possession, Hexcel has received a

commitment for a new line of credit of up to $35 million from the CIT Group / Business Credit, Inc.

The Company will seek interim court approval of this financing within the next few days.

"The. Chapter 11 filing was a very difficult decision. We made every effort to evert th's action,"

stated Messrs. John J. Lee and John L, Doyle, Co-Chief Executive Officers. "Over the past weeks,

the Company has engaged in extensive negotiations with the U.S. lenders in an effort to conclude

an equity financing. However, failure by our U.S. senior lenders to reach agreement on a'financial

restructuring plan that treated them all equally necessitated our filing for Chapter 11 reorganization."

This filing allows us to continue routine operations with a minimum of disruptions. As such, the

Company will continue to provide the quality products and services that our customers expect The

new line of credit will facilitate full payment to all suppliers for goods and services that we receive

after today's petition. We intend to begin work immediately on a reorganization plan which strives

to preserve Hexcel as a viable, going concern while at the same time maximizing recovery for our

creditors, debt holders and shareholders. We believe that we now have the opportunity to pursue

vigorously our restructuring and strategic programs and to emerge as a strong, profitable and

successful company."

Hexcel Corporation is an international developer and manufacturer of honeycomb, advanced

composites, reinforcement fabrics and resins used in the commercial aerospace, space and defense

and general industrial markets.
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SAMPLEIN THE UNITED STATES BANKRUPTCYCOURT

FORTHENORTHERNDISTRICTOFCA1JFORNTA

lore " ) N0.93-4S535T
) '

HEXCELCORPORATfpN. a Delaware corporation, ) Chapter II

)
Tax Id. No. 9-1- 110952 1 Debtor. )

NOTICE OF DEADLINE FOR FILf NG PROOFS OF CLAIM

TO ALL HOLDERS OF CLAIMS AGA1NSTTHE DEBTOR:

PLEASE TAKE NOTICE that pursuant to an order of the above-entitled Bankruptcy Court ("Court")
dated March 4, 1994 (the "Bar Date Order"), and in accordance with Rule 3003(c)(3) of the Federal Rules of
Bankruptcy Procedure, a 11 pcrsotu or cnfidci, Including without LLmilalioo, in dividua Is, partnerships.
corporations, estates, (rusts, unions and governmental units holding or wishing to assert claims (as defined ia
Section 101(5) of the Bankruptcy Code) (collectively, "Claims") against tic Debtor (collectively, "Crcditon")
ore required lo file, on or before April 28. 1994 (the "Bar Date"), a separate, completed and executed proof of
claim form with tbc Court on. account of any CUun against rJbc Debtor; provided, however, time, at this time,

Debtor of the type which arc set forth in clauses (i) through (tv) below (coUccuvcly. tic "Excluded Claims'"):

(i) Claims listed in the Debtor's schedules of assets and liabilities fikd with the Court on December 2 L.
1993 (the "Schedules"), or any amendments thereto, which arc not listed is "conringcnr",
"unliquidated1*, or "disputed" La the Schedules, and.«hich arc not disputed by (he holders
(hereof AS to amount or classification, except li set forth in. the next notice paragraph set forth
below;

(ii) Claims OB account of which a proof of cliizn has alicxdybccn properly filed with the Court;

(iu) Claims previously allowed by order of the Court; and

(rv) Claimsallcr<vablcund£rScc'jk>a507(a)of(hcBaakruptcyCodeascxpensesoradminiutra[ioa.

Should the Court, in die future, fit a date by vhkh the Excluded Claims must be filed, you will be so notified.

PLEASE TAKE FURTHER NOTICE (hat (his Notice docs not «ppty to or require « proof of cLaim or
interest to be filed by stockholders of the Debtor. Instead, furore notices, based on transfer agent records, will
be senMo stockholders informing rJbem of their voting and distribution rights in thii Chapter 1 1 case .

PLEASE TAKE FURTHER NOTICE that each proof of claim form no use specifically set forth the
amount and classification of the Claim and tnusi be filed by delivering ooe original of such form so that it is
received, on or before 4:15 p.m. (PDT) on April 28, 1994 flt the Court ar the address listed hereinbelow. Proofs
of claim shjjl be decreed filed only «hcn actually received by the Clerk of the Court. This deadline is absolute,
iinJ-CU your Claim:

(a) Arises from the rejection by the Debtor of an executory contract or aa unerpircd lease, in
which case tbc deadline will be fixed by the Court in the order approving the rejection.

(b) Arises from a recovery by the Debtor of an avoidable transfer made to you, in which case
I he deadline will be fixed by the Couruo the order or judgment for recovery of the transfer.

PLEASE TAKE FURTHER NOTICE that a proof of claim form is enclosed vitfa this notice and may
be used to file your claim pursuant to the terms of (be B*r Date Order. You should ^iracii to your completed
proof of claim form cojjjcs of any Tilings upon which a claim i$ based. Failure to use a form which conforms
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substantially to the Official Proof of Claim Form approved by the Court may result iq » delay La payment of your

PLEASE TAKE FURTHER NOTICE THAT ANY CREDITOR WHO IS REQUIRED TO. BUT DOES
NOT. FILE A PROOF OF CLAIM WITHIN THE BAR DATE. (A) SHALL FOREVER BE BARRED,
ESTOPPED AND ENJOINED FROM ASSERTING SUCH CLAIM AGAINST THE DEBTOR (OR FILING A
PROOF OF CLAIM VV1TH RESPECT THERETO). PARTICIPATING IN THE BANKRUPTCY CASE,
VOTING WITH RESPECT TO ANY PLAN OF REORGANIZATION FILED IN THE BANKRUPTCY CASE,
AMD RECEIVING ANY fSlSTRIBUTION UNDER ANY PLAN OF REORGANIZATION IN THIS
BANKRUPTCYCASE; (B) SHALL BE BOUND BY THE TERMS OF ANY PLAN OF REORGANIZATION,
INCLUDING A DISCHARGE OF THE CLAIM, THAT IS CONFIRMED BYTHE COURT; AND (C) SHALL
RECEIVE NO FURTHER MAILINGS OR NOTICES IN THIS BANKRUPTCY CASE. ACCORDINGLY, IN
SUCH EVENT. THE DEBTOR AND ITS PROPERTYSHALL BE FOREVER DISCHARGED FROM ANY
AND ALL INDEBTEDNESS OR LIABILITY WITH RESPECTTO SUCH CLAIM.

PLEASE TAKE FURTHER NOTICE that ia the event the Debtor amends ir.t Schedules subsequent 10
the date hereof, the debtor shall give notice of such amendment to the holders of the Claims affected thereby
and such holders, shall be afforded thirty (30) dap from the date on which such notice is given (or such other
time period as maybe fixed by the Court) to flic prools of claim, if accessary, or forever be barred from doing
so and such Claim shall be forever discharged.

PLEASE TAKE FURTHER NOTICE that the Schedules may be examined and inspected by interested
panics at the offices of the Clerk of the Court, at the address indicated hrrcinbelow. Telephone Inquiries
regarding the Us ting of your Claim in the Schedules may be made (o Charlie Seluyouma. Poor man- Douglas
Corporation, at (503) 293-5082 from 6.00 a_m. to 3:00 p_nv (PDT). Although the enclosed proof of claim form
may state the value of your Claim for informational purposes, Creditors that wish to rely on the Schedules shall
have the responsibility for determining that their Claims arc accurately listed therein.

PIXASE TAKE FrjRTHERNOTlCE liut if you wish to receive a filed copy of your proof of claiia. you
must submit (a) a« exxr* copy of the proof of claim and (b) a self-addressed stamped envelope, when fjliag your
proof of claim.

DATED: March 7.1994 GOLDBERG, STINNETT. MEYERS & DAVIS
AProfcisional Corporation

By: M Mcr|c EJvJcvcrs
MEJRLEC. MEYERS, ESQ. *066B49'
KATHERINED RAY, ESQ. 4*121002
*4 Montgomery Street, Suite 290O
Saa Fraoosco, CA 94104
Telephone: (415)362-5045
Attorneys for Dcbtor-in-Posscssion

Address of the Clerk of the
Bankruptcy Court:

Office of the Clerk
UnitcdSlatcs Bankruptcy Court
Northern District of California
1300 Clay Street. Third Floor
Oakland, CA 9-V512
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o» O)
United Slates Bankruptcy Court

Northern District of California

lnf«

HEXCELCORPOfWlON. a Dataware corporation

PROOF OF CLAIM
SAMPLE

93-48535 T

MDTE: fhnforrn tfiould nor be u*«a IO m»ke a d«/m for «n «dminijrr«iive «*peni« wising an* me ocmmeooe-
rpenl o< n« txvt A i«qu«* lor paymeru of v< ocmimruciv* expenu mey b« filed PUIUJITM TO 11 (J S C. S 503

c* • » o* L" (To/ i7^« o*'iQ" o* oir TiYltt -^om lh • a*"**1* o< •wej« eiy o/ »r (JO—TV I ,_ Chedc bo* /f you v*
<>TW« lt>a Klyane eia*
hu *led I proof of d*m
<o<«l<ng (a yOuf d«m.

mem giving p*rtculBfi.

up,cy coua in mil c-«

»ddf«««0ntfl«
*top«
COurt.

T. BASIS FOR CLAIM
O Coodaiold

Q
Q
D

O

D
G

R»or»« o«i*fil> «i d«f)n«d In 11 U.S.C. 6 111 <(«)
W«g«. ularivi. and commlulona (fill our Mow)
Vour iod«j icourtly number
Unawd oompcnutioci far wMvtcv » perform «d
(rom 1o

CWi«r(D»icrlb«brioTfy)

2. DATE DEBT WAS INCURRED: 3. IF COURT JUDGMENT. DATE OBTAINED:

4. CLASSIFICATION OF CLAIM. Uid«r vi« B«nkruplcy God» «H d«|m» «r. d»»fl«3 M on« or mor. o« m-Wlo-ing: (i)
oanfoonry. (2) Un«*our«d Prlortty. p) S*our*d. 11* pouibl* for pwr of I d*m to rx in orw o<*gory *nd p*n In «ncrfi«r.
CHECK THE APPROPRIATE BOXOR BOXES tnoib.rt d.acribs your d«im «nd STATE TME AMOUNT OF THECUUM.

Q SECUREDCLAIMJ
AnioFlwidvnca erf perfection 0f tecurirylnieraxt
Qrief Oeicriptlon of Co(l«er«l:
O '>»' En«}« Q Motor Vehld* D Omer (Oncrlbe)

Amount at mn*Mf*Q* mfid offier cJta/gei
Included In kacured d«/rn •Joove. f Iny *

Q

J UNSECURED PRIORITY CLAJMJ
Sp»crfy tti« priority of mi dlJm.

Q W*g*». ulcrtm. or oommlaaarii (up 10 S2OOD. owned not more
tfieri 00 d»ym before; Sfna of in* b«rikrvptcy oexruon or aujnon
rtmeoWor-«bui*i««».«ri;di«v*l»*»rlier- 1l U .̂C. f ' —

ip(«/i-illJ.S.C.

UNSKXIH6D NONPRlOWTYCUUM S
Ad*lmlMunieajredlfiriarv|irracollBlMr«JorUi>fl on properly of
(tie debtor laairln H tie afajm or lo tfie extern Bl at tr\> v*Jue of
lucfi property I* l»iitn«n Ov» «rnovm of me a*)m.

. ,
propenyar»enrfoe>farp«r«on«J, lomlty. or hcweehold u*« -
HU.S.C.|SOr(ii)(S)

Q Tuel or pwiMWeg.of ooxwnmorruJ unli • - M U.S.C. I M7» (7)
Q Offier • 11 U.S.C. H S07f»)(2). [«)(3J - (D«»crlb« briefly)

5.

a

TOTAL AMOUNT
OF CLAIM AT
TIME CASE FILED

- 5
(UneeOjr-d) (SMUT id) (IVIorny)

6. CREDITS AND SETOFFS: fh« amoum of «JI pjiyrnenti on mil dilm h» twin aedhed «nd deducted for
(fit purpaM of rnexing tfiin proof of delm. h filing cnn deim. dejrnerrt h«« deducted ell vnaumtn*!
dlimnnlowei to debtor.

7. SUPPORTING DOCUMENT: Atlecft aopno of mpporfng documents. •"" " pramluory not«i. purcMiie
o'deri, mvaoei. Kmnlied (tmwnerna of running Aoooumi. oonnca. court (udgmemi. or evldvioe of MCunry
loi«««. il thedocumenlm jucncrt tveilible. eKplwn. H tfiedocurnernn ere voiurninoui «lKCh « iummiry.

8. TIME-STAMPED COPY: To reoeiv««nec»<no>^«dor'll«nt of Die Ming of your d«im.«io)o««i«t«mped;.
uil-edaVeaied envelope ̂ nd copy of tni» proof of duJrn.

Date:

n. la U 1C H «W t^tf
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GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
MERLE C. MEYERS, ESQ. #066849
KATHERINE D. RAY, ESQ. 1121002 :.
44 Montgomery Street, Suite 2900
San Francisco, California 94104
Telephone: (415) 362-5045

and

PORZIO, BROMBERG & NEWMAN,. P.C.
JOHN M. NEWMAN, ESQ.
163 Madison Avenue
Morristown, New Jersey 07962-1997
Telephone: (201) 538-4006

Attorneys for Reorganized Debtor,
HEXCEL CORPORATION

UNITED STATES BANKRUPTCY COURT

NORTHERN DISTRICT OF CALIFORNIA

OAKLAND DIVISION

C-n—r-e-

HEXCEL CORPORATION, a
Delaware corporation,

Debtor.

Tax Id. NO. 94-1109521

)
)
)
)
)
)
)
)
)

No. 93-48535 T

Chapter 11

[No Hearing Scheduled]

STIPULATION REGARDING REORGANIZED DEBTOR'S
COMPROMISE OF CONTROVERSY WITH FINE ORGANICS CORPORATION

THIS STIPULATION ("Stipulation") is entered into by and

between Hexcel Corporation, a Delaware corporation and the

reorganized debtor herein ("Hexcel") , and Fine Organics Corporation

("Fine Organics"), by and through their respective counsel of

record, as follows. .

-1- •EXBI8ITA
STIPULATION REGARDING REORGANIZED DEBTOR'S COMPROMISE OF CONTROVERSY WITH FIKE ORGANICS CORPORATION
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Recitals

WHEREAS, in 1986, Hexcel sold certain of its assets, including

real property and manufacturing facilities located at 205 Main

Street, Lodi, New Jersey (the "Property1') to Fine Organics, then

known as FQA Corporation, pursuant to an Asset Purchase Agreement

dated as December 31, 1985, as-modified by the parties from«,time ±o

time (the "Purchase Agreement").

WHEREAS, in connection with the sale, Fine.Organics.tendered

to Hexcel its. promissory note in the principal amount of

$1,600,000.00,.payment of which was secured by a first priority

mortgage on the Property.

WHEREAS, prior to conveying the Property to Fine Organics,

Hexcel entered into an administrative consent order ("AGO") with

the New Jersey Department of Environmental Protection and

~EHforc«m"ent—(-"N3"DEPE"-)—for—remedia%ion—of—the—Froperty-ŷ -and

Purchase Agreement provided for Hexcel's compliance with the AGO.

WHEREAS, thereafter, a number of disputes arose between the

par-ties regarding the Property and the parties' respective

obligations regarding the Property and under the Purchase

Agreement. . •

WHEREAS, on December 6, 1993, Hexcel filed a voluntary

petition for relief under the provisions of chapter 11 of the

United States Bankruptcy Code in the United States Bankruptcy Court

for the Northern District of California, Oakland Division

("Bankruptcy Court"), commencing case number 93-48535 T (the

"Chapter 11 Case") , and an order for relief was entered on that

-2-

STIKJLATtOH REGARDING REORGANIZED DEBTOR'S COMPROMISE OF CONTROVERSY WITH FINE ORGAHICS CORPORATIOH
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date.

WHEREAS, on April 28, 1994, Fine Organics timely filed a proof

of claim in Hexcel's chapter 11 case, claim no. 1173, asserting a

general unsecured claim in the amount of $32,181,000 (the "Proof of

Claim").

. . WHEREAS, on April 29, 1934, Fine Organics filed its Complaint

(1) To Void Transfer Of Real Property, Cancel Obligations Pursuant

To New Jersey Statutes (ECRA) (ISRA); (2) For Contribution Under New

Jersey Spill Act; (3) For Declaratory Relief & Damages Under

CERCLA; (4) For Damages; And (5) For Damages Under New Jersey Joint

Tortfeasor Contribution Act in the Bankruptcy Court, initiating,

adversary proceeding no. 94-4253AT (the "Adversary Proceeding") .

WHEREAS,. Hexcel timely filed an objection to the Proof of

Claim and requested disallowance of the Proof of Claim in its

ent ir ety. ~~ " ~ :—

WHEREAS, Hexcel timely filed its answer in the Adversary

Proceeding denying Fine Organics1 allegations and asserting

counterclaims for damages under the Spill Act, negligence, damages

for Fine Organic's disposal of hazardous substances on the

Property, foreclosure on the mortgage, breach of contract, tortious

interference with business, negligent misrepresentation and

equitable, fraud, contribution and indemnification, access to the

Property and declaratory relief.

WHEREAS, on or about January 10, 1995, the First Amended Plan

Of Reorganization Proposed By Debtor And Official Committee of

Equity Security Holders (Dated As Of November 7, 1994) (the "Plan")

-3-

STIPULATION REGARDING REORGANIZED DEBTOR'S COMPROMISE OF CONTROVERSY WITH FINE ORGANICS CORPORATION
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was Confirmed by order of the Bankruptcy Court.

WHEREAS, Hexcel and Fine Organics have agreed to compromise

and settle all of the controversies between them, including without

limitation, the disputed Proof of Claim and the .Adversary

Proceeding.

v. NOW, THEREFORE, in consideration, of the promises set fortĥ

hereinbelow and the benefits to be realized therefrom, Hexcel and

Fine Organics, hereby agree and stipulate, through their attorneys

of record, as follows:

Stipulated Terms

1. Incorporation of Written Settlement Agreement. The terras

and conditions of the compromise are set forth in that certain

settlement agreement executed by the parties on or about March 21,

1997 (the "Settlement Agreement") , a true and correct copy of which

is attached hereto as Exhibit "A" and incorporated in full by this

reference. In the event of any conflict between the terms of this

Stipulation and the terms of the Settlement Agreement, the

Settlement Agreement shall govern and control.

2. Bankruptcy Court Approval. The parties' compromise is

expressly conditioned upon approval of the Bankruptcy Court.

Within five (5) days of the execution of the Settlement Agreement,

Hexcel shall take all steps reasonably necessary to seek Bankruptcy

Court approval of the Settlement Agreement and the Lease Agreement

referenced therein pursuant to the terms of the Order Establishing

Procedure For Settlement Of Disputed Claims And Limiting Further

Notices In The Case issued and filed on April 25, 1995, a copy of

!PO*(P.F!H

-4-
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which is attached hereto as Exhibit "B". Hexcel shall also request

entry of a formal order approving said compromise.

3. Retention of Bankruptcy Court Jurisdiction. The"

Bankruptcy Court shall retain jurisdiction to resolve any disputes

or controversies between the parties regarding the Settlement

Agreement and the documents referenced therein, including without

limitation, enforcement thereof and of any order of the Bankruptcy

Court approving or-relating to the parties' compromise.

4 . Dismissal of Adversary Proceeding. Upon Bankruptcy Court

approval of the compromise, the parties shall file a dismissal with

prejudice of the Adversary Proceeding, as set forth more

particularly in the Settlement Agreement.

5. Satisfaction of Proof of Claim. The Proof of Claim shall

be deemed fully satisfied and paid upon the occurrence of the

following events: (a)execution ot tKe~Ŝ ttl"ement Agreement̂ —fb-)-

payment of the consideration set forth in paragraph 2(a)(i) of the

Settlement Agreement, and (c) Bankruptcy Court approval of the

aforesaid compromise.

IN WITNESS WHEREOF, the parties have caused this Stipulation

to be executed by their attorneys of record.

PORZIO, BROMBERG & NEWMAN, P.C.
and

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation

DATED: March , 1997
Kather ine\I). Ray, Esq.
Attorneys fbr Hexcel Corporation

-5-
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1 BARRY & McMORAN, P.O. .
and

2 HOSIE, WES, SACKS & BRELSFORD, LLP

3 /) X ~\

4

5

6

/ / " ' / 1

^Y ('/lilihn vi ̂ -7 rtVjx^
r,Trn. Mnr^^. -,00, «y ••• J[fm\ A , . -^nr^

.^~T Paul A, Epstedln, Esq. ,
Attorneys for Fine Organics

Corporation

7 ' . - • . , ' . -
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MAR-21-37 17,14 FROM•HEXCEL-LEGAL-JENKS ID•SI0734SS11 PACE 4X45

SETTLEMENT AGREEMENT

THIS AGREEMENT is made and entered into as of the 2Is£ day of March, 1997, by
and between HEXCEL CORPORATION ("Hexcel"), a Delaware corporation, with corporate offices
located at 5794 West Las Positas Blvd., Pleasanton, California 94588-8781. and FINE ORGANICS
CORPORATION ("Fine Organics"), a Delaware corporation, located at 205 Main Street, Lodi, New
Jersey 07664.

W1TNESSETH

WHEREAS, on orabout March 31,1986, Hexcel sold certasrefits assets, including
real property and manufacturing facilities located at 205 Main Street, Lodi, New Jersey to FOA
Corporation pursuant to an Asset Purchase Agreement, dated December 31,1985 (the "Purchase
Agreement"); and

WHEREAS, fee Purchase Agreement was modified by an Amendment to Asset
Purchase Agreement, dated March 31,1986, and a Closing Agreement, also datedMarch 31,1986;
and

WHEREAS, the Purchase Agreement was further modified by a Modification
Agreement dated April 12,1989; and

WHEREAS, subsequent to execution of the Closing Agreement, FOA Corporation
changed its name to Fine Organics Corporation ("Fine Organics"); and

WHEREAS, subsequent to FOA's name change, Hexcel and Frn¥OrganicT<ffitered—
into a further Agreement on or about Jury 23,1990; and

WHEREAS, Fine Organics owed certain moneys to Hexcel, inclusive of principal
and interest on a certain promissory note and other evidence of indebtedness executed and delivered
by Fine Organics in connection with its acquisition from Hexcel; and

WHEREAS, On December 6,1993, Hexcel filed a voluntary petition for relief under
title 11 of die United States Code, being Case No. 93-48535T, U.S. Bankruptcy Court for me
Northern District of California (the *T3ankruptcy Court"); and

WHEREAS^ on April 28.1994, Fine Organics filed a proof of claim number 1173
(the "Proof of Claim"), and on July 5,1994, Hexcel filed an objection to the Proof of Claim asking
that the Proof of Claim be disallowed in its entirety; and

WHEREAS, on April 29,1994, Fine Organics initiated Adversary Proceeding No.
94-4253AT (the "Adversary Proceeding") by filing a complaint in the Chapter 11 case alleging
certain claims against Hexcel and seeking damages and other relief, and on June 10,1994 Hexcel
disputed such claims and asserted cross-claims by the filing of its Answer, Separate Defenses and
Counterclaim, in the Adversary Proceeding; and

c:\wlnword\lodi fo\SETTRV_J.DOC-3/21/97 2:31 PM 1
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KAR-21-97 17.14 FROM.HEXCEL-LEGAL-JENKS ID. S1B734SS11 PACE SX45

WHEREAS, cm October 20,1995, Hexcel initiated a foreclosure action by filing a
Gjrnplaint, Docket No. F-I3732-95, in the Superior Court oFNew Jersey, Chancery Division,
Bergen County (the "Foreclosure Action").

WHEREAS, Hexccl's First Amended Plan of Reorganization was confirmed by an
ordcrof theU. S. Bankruptcy Court for the Northern District of California oa January 12,1995; and

WHEREAS, said Plan of Reorganization provided fonhe treatment of Fine
Organics* and Hexcel's disputed claims; and

WHEREAS, the parties now wish to settle airy and all claims currently outstanding
between them, including the Jfro&fe&narm, a»d4o cause the Adversary Proceeding, including
Counterclaims, and the Foreclosure Action to be dismissed with prejudice; and

WHEREAS, in fulfillment of the settlement of claims between the parries, Fine
Organics desires to convey, and Hexcel desires to reacquire, that certain real property located at 205
Main Street, Lodi, New Jersey from Fine Organics on the terms and subject to the conditions set
forth in this Agreement.

NOW, THEREFORE, the parties agree as follows:

1. CONVEYANCE OF ASSETS
' .v /-

a) Conveyance of the Property. In reliance on the recitals, promises, warranties,
covenants and representations contained herein and subject only to the terms and conditions hereof,

-and-thejgccegtions continued in Schedule B and such other exceptions (i) which would not prohibit
the use of the Property (as defimxTBdow) aTle^lryT>enrmv^ are
insurable by any reputable tide insurance company doing business in New Jersey at regular rates; or
(ii) which were in existence immediately before Fine Organics became record owner of me Property
or which otherwise were caused or consented to by Hexcel (collectively, all such exceptions are
referred to as the Permitted Exceptions*1), Fine Organics shall sell, convey, transfer and assign to
Hexcel, and Hexcel shall acquire from Fine Organics, an tights, title and interest in and to all of the
real property and certain fixtures as described in Schedule A located in Lodi, New Jersey, and
commonly known as 205 Main Street, including but not limited to aD Iand\ bmldings, improvements
and specified fixtures, permits (to the extent permitted by law) and other rights thereat (together, me
Troperty")- . . .

b) Unacceptable Exceptions to Title. In the event that there are any exceptions to title at
the Closing which are not Permitted Exceptions (a "Title Defect"), Hexcel may close the transaction
and either require that Fine Organics, before or after the Closing, discharge any Tide Defect iri a
manner reasonably acceptable to Hexcel or choose to discharge the Tide Defect itself, in which
event all costs and expenses associated with such elimination shall be reimbursed to Hexcel by Fine
Organics.

c) Risk of Loss, Condemnation and Damage. All risk of loss relating to the Property
prior to the Closing shall be borne by Fine Organics. Jf, prior to the dosing, title to any portion of
the Property is taken by the exercise of the right of condemnation or eminent domain, or any portion
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of the Property is damaged by fire, explosion, the elements or other casualty;HexcclshaH close the
reacquisirion of the Property, in which event Fine Organics* representations^ warranties relating
to die Property ghafl not apply to the extent of such condemnation or damage and Hexcel shall be
entitled, and Fine Organic? shall assign to Hexcel, aH tight, title and interest in and to any proceeds
from any such condemnation or damage, including but not limited to any condemnation proceeds,
insurance and choses in action. la such event, Fine Organics shall have no obligation to rebuild the
Property.

d) Proration. All real estate taxes and assessments, utilities and other matters normally
prorated at closing shall be adjusted and apportioned as of the dare of the Closing.

- e) Escrow Instruction Tliepartie$*sriaII cntw^
to transfer the Property which will implement the terms of tins Agreement

2. CONSIDERATION

Consideration to be Paid

i) Closing Consideration. The consideration to be delivered by Hexcel to Fine
Organics at the Closing shall be an aggregate of © ONE MILLION TWO HUNDRED THOUSAND
($1,200,000), dollars paid by Hexcel in cash at Closing; and (ii) the cancellation as of the Closing of
a certain Promissory Note, as amended, of Fine Organics to Hexcel executed mcomection with the
Purchase Agreement, with a present unpaid balance of approximately ONE MILLION, TWO
HUNDRED FIFTY THOUSAND ($1,250,000) dollars, together with interest

a) If Fine Organics folly performs an of its activities and obligations
contained in this Agreement at and relating to the Property (including but not limited to all of its
activities and obligations contained in paragraph 4 and surrendering the Property in accordance with
•Q\c Lease on or before December 15,1997, Hexed shall pay to Fine Organics additional
consideration of ONE HUNDRED THOUSAND DoHare ($100,000) -within ten (10) days of
verification by Hexcel of such performance.

b) If Fine Organics fully performs an of its activities and obligations
contained in paragraphs 4{a) and 4(b) on or before September 15,1997, and paragraph 4(e) on or
before December 15,1997, is not omenvisem default urnler the tcxxns of this Agreement and has
surrendered in accordance with the Lease the portion of the Property used for rnanufecturrng, but
continues to occupy the Property in acwidanc» wrm and without defeult under die Lease, Hexcel
shall pay to Fine Organics additional consideration of FIFTY THOUSAND Dollars ($50,000) within
ten (10) days of verification by Hexcel of such performance. The additional consideration described
in paragraphs 2(aXu)(a) *&& 2(aXnXb) are mutually exclusive.

c) If Fine Organics completes the removal of aH of the drums under
paragraph 4(b) on or before September 15,1997 and is not otherwise in default under me terms of
this Agreement, Hexcel shall pay to Fine Organics additional consideration of TWENTY-FIVE
THOUSAND Dollars ($25,000) within ten (10) days of verification by Hexcel of sach performance.
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The additional consideration described in this paragraph 2(a)(u)(c) H^y ̂  carusd in addition to the
additional consideration described in paragraphs 2(a)(iO(aT*ud 2(a){n)(b).

Hi) Allocation. The parties agree that, of the consideration to be paid at the
Closing pursuant to Paragraph 2(aXO, an amount to be agreed upon by the parties prior to the
Closing shall be allocated to the conveyance of the Property.

b) Fine Organics represents sod warrants la Hexcel that it is not a "foreign person" as
defined in Section1445 of the Internal Revenue Code of 1986 as amended

c) Escrow Account To secure the performance by Fine Organic? of its activities and
obligations contained in Paragraphs 4{b% 4(e) eo&AQbjof ffutAgreonent, THREE HUNDRED
THOUSAND Dollars ($300,000) of the cash to be paid by Hexed to Fine Organics at flic Closing
snail be deposited by Hexcel and Fine Oiganics in an escrow account which, snail be opened by the
parties with an escrow holder, which shall be the title company chosen by Hexcel to consummate the
conveyance of the Property or another escrowholder mutually agreed between the parties prior to the
Closing (the "Escrowhplder*'), upon terms substantially similar to the Escrow Agreement attached as
Schedule C hereto. Subject to the conditions contained in this Agreement, Fine Organics shaH be
entitled to reimbursement from the funds in the escrow of the amount of the third party costs it
incurs in the performance of its activities and obligations contained in paragraphs 4(b), 4(e) and 4{h).
If Fine Organics seeks such reimbursement, it shall deliver to Hexcel and the Escrowholder a notice
of such expenditure ("Notice ofExpendrture'O, certified by an officer of Fine Organics, and a
request that Hexcel execute a certificate to the Escrowholder authorizing payment of Fine Organics
in the amount requested; such delivery shall include a summary of the costs, the vendor and the
project, along with a copy of any relevant invoice, of any relevant contract and of evidence of

-paymentsuch-asja_cie .̂̂ excelshaB^pronTptly execute and deliver such certificate to the
Eserowholder to the extent such reimbursement is approve^^Hexeel^whicrrapprpva^
unreasonably withheld; if Hexcel docs not approve such reirnbnrscmejnt, Hexcel shall promptly
notify Fine Organics and the Escrowholder. Ih the event that, within 10 days following the date of
tide Notice of Expenditure, Hexcel has not notified the Escrowholder and Fine Organics that it does
not approve the reimbursement Hexcel shall be deemed to have approved the reimbursement and
authorized the Escrowholder to make the reimbursement Notwithstanding the above, in no event
shall Hexcel be required to approve any reimbursement, and IK> reraibu^
Escrowhoider, to the extent that the funds in the escrow are less than either (a) $100,000 or (b) after
Fine Organics has performed all of its activities and obligations contained is Paragraphs 4(b) and
4{e), $50,000. Upon the full performance of the its activities and obligations contained in Paragraphs
4{b), 4(e) and 4(h) of this Agreement, Fine Organics may request the. full amount of the funds
contained in the escrow in the same manner as referred to above.

3. CLOSING

i) The closing of the conveyance and acquisition of the Property and the
settlement of the claims of the parties against one another (the^Closfng") shall take place on or
before April 4,1997, or promptly after all conditions to the Closing as required by Law or this
Agreement have been satisfied or waived, or as shall otherwise be agreed upon by Hexcel and Fine
Organics. The date of the Closing shall be the Closing Date. The Closing shall take place at the
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offices of Cole, Schotz. Mcisel, Fonnan &. Leonard, 25 Main Street; Hackensack. NJ.
Notwithstanding the above, the Closing shall not occur without the consent of both parties after June
30.1997.

4. TERMINATION OF MANUFACTURING AND RELATED OPERATIONS BY FINE
ORGANICS

a) FineOrganics shall terminate and cease aH manufectnring and an related operations
at tie Property, and shall surrender the portion of the Property associated with such manufacturing,
no later than September 15,1997, except for activities expressly permitted by this Agreement

b)— FineOrganics shaH remove an of die drams of materials which are stored on the
Property arid referred to in Paragraph 6(e) (the 'Drams") no later than September 15,1997.

c) Except to die extent Hexcel is required by law, regulation, rule, order, statute,
ordinance, permit, authorization or other .similar action of a governmental authority (a T-rw") or to
the extent Hexcel has assumed a responsibility or liability under this Agreement, Fine Organics
shall, prior to the Closing, and thereafter, fully comply with all Laws relating to the Property, and in
carrying out all of its obligations and responsibilities under this Agreement, including but not limited
to this Paragraph 4.

d) Fine Organics shall, on or before September 15,1997, cease using all tanks and
storage vessels. -,-

e) Fine Organics shall as soon as practicable, but in no event later thansix (6) months
following the cessation of noanufacmring in accordance with Paragraph 4(a). either remove or clean,
docommission, de<XHrtamm^te7disconnectaDd
vessels at the Property in accordance with all Laws so that mey may be scrapped by Hexcel without
such tanks and storage vessels being treated as hazardous or special waste as such terms are defined
by SWMA or RCRA. Provided, however, that if Fine Organics cannot complete such activity timely
because it cannot timely obtain necessary government authority approvals despite its diligent and
timely attempts to obtain such approvals or doe to any other circumstances beyond the control of
Fine Organics (other than increased costs to perform), then such activity shall be completed as soon
as reasonably practicable thereafter, but in no event later than one year from the cessation of
manufacturing. Hexcel shall provide reasonable assistance to Fine Organics in obtaining any and all
necessary governmental approvals.

f) Fme Organics shall on or before September 15,1997, cease using all machinery and
equipment at the Property, except that which is necessary for Fine Organics to operate its warehouse,
office and limited laboratory facilities in accordance with me Î ase, and, as soon as practicable, but
in no event later than six (6) months following the cessation of manufacturing in accordance with
Paragraph 4{a), shall, at its option, and in accordance whh all Laws, either completely remove or
clean, decommission and decontaminate and leave to be scrapped by Hexcel without being treated as
hazardous or special waste as such tarns are defined by SWMA or RCRA, such equipment and
machinery. Provided, however, mat if Fine Organics cannot complete such activity timely because it
cannot timely obtain necessary government agency approvals despite its diligent and timely attempts
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to obtain such approvals or due to any other circumstances beyond the control of Fine Oiganics
(other than increased costs to pcrfonn), then such activity sBall be completed as soon as reasonably
practicable thereafter., bat in no event later than one year from the cessation of manufacturing.
Hexcel shaD provide reasonable assistance to Fine Oiganics in obtaining any and all necessary
governmental approvals.

g) From and after December 15,1997 Fine Organics shall not store, maintain nor permit
the storage or maintenance of any raw materials. Hazardous Substances (as defined below) or
hazardous or special waste at the Property, except as necessary and appropriate for the use and
storage of finished goods for sale and small quantities (5 gallons per hem) for research and
development use. Fine Organics shaft be allowed to store hazardous or special waste as such terms
are defined by SWMA oTItCRA produced in tbe operation of ili ftSeaich arBJ development activities
at the Property provided that such storage is in accordance with Environmental Laws (as defined
below), but m no event shall it store such waste beyond the termination of the term of the Lease.

h) Fine Organics shall on or before September 15,1998, cease using all macnmeiy and
equipment at the Property, and, at its option, and in accordance with all Laws, either completely
remove or clean, decommission and decontaminate and leave to be scrapped by Hexcel without
being treated as hazardous or special waste as such terms are defined by SWMA or RCRA, such
equipment and machinery. Hexcel shall provide reasonable assistance to Fine Organics in obtaining
any and all necessary governmental approvals. On or before September 15,1998, Fine Organics
shall surrender the Property to Hexcel in accordance with the Lease.

i) Hexcel shall allow Fine Organics reasonable access to all portions of the Property in
order for Fine Organics to timely comply with Paragraph 4.

5. LEASE OF THE DEMISED PREMISES BY FINE ORGANICS

Hexcel shall lease a portion of QIC Property to Fine Organics (the "Leased
Premises"), upon the terms and conditions ^nKctanHyfly simflar to the Lease set forth in Schedule D
(the Tease"). The Lease shall be executed and delivered by the parties at the Closing.

6. FINE ORGANICS'REPRESENTATIONS. WARRANTIES AND COVENANTS

Fine Organics represents and warrants to, and covenants with Hexcel that

a) Corporate Organization. Fine Orgamcs is a corporation duly organized, validly
existing and in good standing under the laws of the State of Delaware, and is duly authorized to
transact business in New Jersey, and has paid all corporate franchise and other taxes due, and has all
requisite corporate power and authority to own, lease, manage, occupy and convey the Property, and
to carry on the operations now being conducted andintended to be conducted on the Property. Fine
Organics has the power and authority to enter into, cany out and consummate flu's Agreement

b) Litigation. Except as disclosed on Schedules hereto or as disclosed or referenced
by cather party in any document delivered or testimony given in the Adversary Proceeding:
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0 There is no

a) legal, administrative or other suit, action, arbitration or other
proceeding,

b) change in zoning or building ordinances affecting the Property since
Fine Organics became the record owner of The Property, or

c) governmental investigation

pending, currently asserted or, to the knowledge of Fine Organics' officers,
threatened or in prospod^vr& respect to the Property and/or the transactions contemplated by this
Agreement;

n) Except as provided in this Agreement, Fine Organics has complied wife all,
and is not in default in any reject under, or in violation, of any Laws or orders applicable to use or
ownership of the Property (Including without limitation those relating to zoning, fire and building
codes, water, air or soil pollution, hazardous waste or other environmental matters) except •where the
failure to comply (individually orm the aggregate) would not be reasonably expected to adversely
affect continued use of, operations at, or conveyance or ownership of an or any portion of the
Property or the performance of Fine Organics in accordance with this Agreement; and

ni) Fine Organics is not subject to any chartercroftercorporate restriction, nor
any judgment, order, writ, injunction, decree, or Law which adversely affects, or might reasonably
be expected to adversely affect, continued use of, operations at, or conveyance or ownership of all or
any portion of the Property or the performance of Fine Organics in accordance with this Agreement

c) Title to Assets. .Fine Organics has good and marketable title to the Property, free and
clear of all liens, and encumbrances, except for the Permitted Exceptions.

d) Condition of Property. All buildings, improvements, fixtures and the like owned by
Fine Organics on, in and about the Property, have been maintained or repaired in accordance with
sound business practices and repair.

e) Hazardous Substances. The Diwas contain, inter alia, the so-called Williams List
inventory, and other raw materials and byproducts from the production and manufacturing at the
Property, which number approximately 300. Except for the Releases, disclosed on Schedule B, as
well as those Releases disclosed or referenced by either party in any document delivered or
testimony given in the Adversary Proceeding, Fine Organics has not caused, and prior to the Closing
shall not cause, any significant Release of Hazardous Substances (as defined below) upon, under or
within the Property, except in compliance with Laws. The parties agree that for the purpose of this
Agreement, the Releases described in the previous sentence shall not be limited in any way by the
Preliminary Assessment Report form that is required to be submitted pursuant to ISRA, as defined
below. Furthermore, with respect to the Releases of Hazardous Substances identified on Schedule E,
Schedule E contains either aH of the information about such Releases of Hazardous Substances
known to Fine Organics or all of the information which is required to be provided to the NJDEP or
any other governmental agency about such Releases, whichever is lesser. Schedule G, the
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Preliminary Assessment Report form, also contains a listing of all Hazardous Substances which are
on the Property as of the Closing or which has been on the Property at any time -within 12 months
prior to the date of the Closing.

f) Insurance. Fine Orgarucsmaintairis, and since it becarrw record OV^CT
Property has continuously maintained, property, liability and other appropriate insurance, and in
amounts customarily maintained by such businesses, an of which is in fuH force and effect Fine
Organics will furnish, at or prior to the Closing; a correct and complete listing of ail property,
liability and other proper insurance policies maintained by Fine Organics at the present time or at
any time since it became record owner of the Property, with respect to the Property, containing the
full names, addressees of each company,type of coverage, coverage amounts for all insured risks

*~ and basic terms for each policy. At the request of Hexeel and at its expense, Fine Oi games wflr
furnish; in addition, true copies of all such policies. Fine Organics shall cooperate wjfli Hexeel in
pursuit of any recovery to which:Hexcel may be entitled against any insurance policies, including
those of Hexeel and its predecessors and those of Fine Organics.

g) Corporate Authority. AsofmeOc^gan<x»rporatoactionTequrred tooetakeriby
Fine Organics for the adoption and approval of this Agreement and for the transfer of the Property to
Hexeel in exchange for the consideration set forth hereunder, will have been duly and validly taken
and in full force and effect, as evidenced by a certificate of an officer of Fine Organics to such effect
to be furnished to Hexcelby Fine Organics at the Closing. This Agreement is the valid and binding
obligation of Fine Organics, enforceable in accordance with its terms, subject to applicable
bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and other similar laws
affecting creditors' rights generally from time to time in effect, and subject, as to cnforceability, to
general principles of equity regardless of whether such enfbrceabflfcy is considered in a proceeding
in equity or at law. Neither the execution and delivery of this Agreement by Fine Organics nor the
consummation of the transactions contemplated hereby, nor compliance by Fine Organics with any
of the provisions hereof, will;

i) violate or conflict with, or result in a breach of any of the provisions of, Fine
Organics' Certificate of Incorporation or By-laws;

ri) constitute or result (after lapse of time, notice or both) in a defeult under any
of the terms, conditions or provisions of any note, bond, mortgage, indenture Or other debt
instrument of Fine Organics;

iii) <x>nstiwte or res^t (after lapse of time, rotice or ^
cancellation or termination of, or acceleration of the performance required by, any other contract,
agreement, cornmitment or engagement to which Fine Organics is a party or by which it or any of its
respective properties or assets may be bound; or

iv) violate any order, writ, injunction, decree, statute, rule or regulation
applicable to Fine Organics or any of its properties or assets.
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h) Adverse Changes. Except as disclosed and as otherwise provided in die Agreement,
Fine Organics agrees that it has not caused and will not cause, or allow to continue to exist, whether
by action or inaction;

' i) Condition. Any material adverse change in the condition of the Property,
unless consented to or otherwise assumed by Hexccl pursuant to this Agreement or by Law;

n) Damage, Any damage, destruction or loss (whether covered by insurance or
not) adversely affecting flic Property or any portion thereof;

iii) Agreements to Change. Any agreement by Fine Organics to do or permit any
-' of the foregoing. — * . ' .*.

i) Material Misstatements. No schedule, certificate or other instrument or exhibit
identified or referred to herein, or furnished or to be furnished to Hexcel pursuant hereto, contains
or will contain any untrue statement of a material fact or omits or will omit any material fact
necessary in order to make the statements contained therein, taken together, not misleading..

j) Compliance. Except as otherwise provided in this Agreement or consented to or
otherwise assumed by Hexcel pursuant to this Agreement, Fine Organics shall comply wifli all Laws
regarding its continued manufacturing, and shall meet all of its obligations under this Agreement and
shall obtain all permits and approvals related thereto and related to the performance of its tights and
duties under this Agreement

k) Satisfy Conditions to Closing. Between the execution hereof and the Closing, Fine
Organics shall have used its best efforts to satisfy all conditions to the Closing. Except as otherwise
provided in this Agreement, Fine Organics shall, at its expense, provide to Hexcel satisfactory
evidence fhat all required government approvals have been obtained to permit this sale and
conveyance.

7. HEXCEL'S REPRESENTATIONS, WARRANTIES AND COVENANTS

Hexcel represents and warrants to, and covenants with Fine Organics that

a) Corporate Organization. Hexcel is a duly organized and validly existing corporation
in good standing under the laws of the State of Delaware, and it has all requisite corporate power to
own, manage, occupy and acquire the Property.

b) Court and Corporate Authority. As of the Closing Date, all corporate action required
to be taken by Hexcel for the adoption and approval of the Agreement and for the acquisition of the
Property by Hexcel in exchange for the consideration set forth hereunder will have been duty and
validly taken, as evidenced by a certificate of an officer of Hexcel to be furnished to Fine Organics .
by Hexcel at the Closing. Additionally, Hexcel has sought or will seek within five (5) days from me
execution of this Agreement, me authority of the United Slates Bankruptcy Court for the Northern
District of California to enter into mis Agreement Subject to the entry of an order of the Bankruptcy
Court approving this Agreement and Hexcel's consummation of the transaction contemplated by this
Agreement, this Agreement is the valid and binding obligation of Hexcel, enforceable in accordance
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with its terms, subject to applicable bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and other similar laws affecting creditors* rights generally from time to time in effect,
and subject, as to enfbrceability. to general principles of equity regardless of whether such
enforceabQuy is considered in a proceeding in equity or at law. Neither the execution and delivery
of tills Agreement by Hexcel, nor the consummation of the transactions contemplated hereby, nor
compliance by Hexcel -with any of the' provisions hereof, wfll:

i) Violate or conflict with, or result in a breach of any of the provisions of,
Hexcel's Certificate of Incorporation or By-laws;

if) Con$dtiiteorresuh(afterlapseoftim«tnotk^prbodi)made&ultimderany
-«Flhe terms, conditions or provisions of any note, bowV™oitgage»indentureorornerdebt — *•-*

instrument of Hexcel;

mj Violate any. order; wit, injunction, decree, statute, rule or regulation
applicable to Hexcel or any of its properties or assets.

c) Hexcel shall comply with all Laws regarding its ownership of the Property and
relating to the performance of its rights and obligations under this Agreement

8. INVESTIGATION

If Hexcel makes or causes to be made any investigation relating to the Property or to the
transactions contemplated by this Agreement, whether before or after the execution and delivery of
this Agreement, any information discovered by Hexcel as a result thereof shall not affect the
representations and warranties of Fine Organics hereunder or Hexcel's right to indemnification as
provided herein. Access to Hexcel to the Property prior to the Closing shall only occur in the same
manner as access to the Property is allowed to the Landlord as described in the Lease. If the Closing
does not occur, Hexcel wfll not use any information so obtained, will not disclose or divulge such
information to any other person, and wfll keep any information so obtained confidential; provided,
however, that Hexcel shall not be obligated to treat as confidential any information with respect to
Fine Organics which is or becomes publicly available or readily ascerfamable from public sources,
or which was known to it at me time of disclosure by Fine Organics or which is rightfully received
by it from a third party. Hexcel shall not be obligated to treat as confidential any information which
it shall, by Law, be obligated to divulge.

9. Intentionally left blank

10. DOCUMENTS TO BE DELIVERED ON CLOSING DATE

a) Fine Organics' Documents: At me Closing, Fine Organics shall deliver to Hexcel the
following, which shall be duly executed by Fine Organics or another appropriate person where
necessary, delivery of which shall be conditions to the obligation of Hexcel to consummate the
transactions contemplated by this Agreement, and which conditions may be waived in writing by
Hexcel:
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i) Bargain and Sale Deed (Covenant as to Grantor's Acts); and

ii) Affidavit of Title containing only the Permitted Exceptions; and

hi) Survey affidavit, together with the mostrecent survey of the Property,
showing no encroachments or encumbrances affecting the Property which are different from that
which existed immediately before Fine Organics became record owner to the Property, except for
Permitted Exceptions; .and .

iv) All other documents, information and tangible items necessary to transfer and
convey to Hexcel title to the Property in accordance with rru^AgrccnTcirt and ma form reasonably
acceptable to Hexcel; and ~~+~~

v) Certificate of an officer of Fine Organics that (i) the representations and
warranties of Fine Organics contained in this Agreement are trae and correct in all material respects
at and as of the Closing Date, except for representations and warranties specifically lelatmg to a time
or times other than the Closing Date, which shaU be true and correct at such time or times; and(ii)
Fine Organics has fully performed all obligations and compKedwimaD covenants required to be
performed or to be complied with by it prior to the Closing under this Agreement; and

vi) Certificates of an officer of Frne Organics regarding corporate authority as
described in Paragraph 6(g); and

vii) A Lease substantially in conformity with Schedule D hereof; and

viii) An Escrow Agreement substantially in conformity with Schedule C hereof;
and . .

ix) A Release Agreement substantially in .conformity with Schedule F hereof;
and

x) Any Schedules which are to be completed by Fine Organics prior to the
Closing; and

xi) An agreement, in a form reasonably acceptable to Hexcel, as to the allocation
of the consideration as described in Paragraph 2(a)(iii).

xii) Such other documents as contemplated by this Agreement

b) Hexcel's Documents: At the Closing, Hexcel shaB deliver to Fine Organics the
following which shall be duly executed by Hexcel or another appropriate person where necessary
delivery of which shall be conditions to the obligation of Fine Organics to consummate the
transactions contemplated by this Agreement, and which conditions may be waived in writing by
Fine Organics: ;

i) The original Promissory Note, and any amendments, executed in connection
with the Asset Purchase Agreement and addenda in the fece amount of one million six hundred
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thousand ($1,600,000) dollars, marked "canceled; and any mortgage or other security instruments
securing the promissory note, endorsed for cancellation: provided, however, if the original
Promissory Note and other instruments are not available, Hexed shall deliver a release and
discharge thereof, relating to any later presentment thereof, in a form reasonably satisfactory to Fine
Organics; and

ii) A I>ases»bstaiitiallym conformity with Schedule D hereof; and

fii) An Escrow Agreement substantially in conformity with Schedule C hereof;
and

iv) A Release Agreement substantially in conformity, with Schedule F hereof;
and

v) Certificates of an officer of Hexcel regarding corporate authority as described
in Paragraph 7(b); and .

vi) A Remediation Agreement or an amendment to the existing AGO
substantially comporting with the terms of this Agreement; and

vii) Any Schedules which are to be completed by Hexcel prior to the Closing;
and

viii) An agreement, in a form reasonably acceptable to Fine Organics, as to the
allocation of the consideration as described in Paragraph 2(a)(iii).

ix) Such other documents as contemplated by this Agreement

11. ADDITIONAL WARRANTIES; SURVIVAL

AH statements contained in this Agreement, any Schedule hereto, or in any certificate or
instrument of conveyance delivered by or on behalf of Fine Organics or Hexcel pursuant to this
Agreement, or in connection with the transactions contemplated hereby, shall be deemed
representations and warranties by Fine Organics and Hexce] respectively. Except as provided in this
Agreement, aH representations and warranties of Fine Organics and Hexcel made in this Agreement
or as provided herein shall survive for a period of 3 years after the Closing Date, and the transfer of
Deed between the parties. .

12. CLEAN-UP ACTION-NJDEP

a) For purposes of this Agreement,

i) The term "Hazardous Substance" includes any pollutant, dangerous
substance, toxic substance, any hazardous chemical, hazardous substance, hazardous pollutant,
hazardous or special waste or any similar term as defined in or pursuant to the Comprehensive
Errvironmental Response, Compensation and Liabffity Act of 1980,42 U-S.C. 9601 et seq.
("CERCLA"); the Industrial Site Recovery Act NJ.SA. 13.-IK-6 et seq. ("ISRA"); the New Jersey
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Spin Compensation and Control Act, NJ.S.A. 58:10-23.1I et seq. (" Spill Act"); the Solid Waste
Management Act, NJ.S.A. I3:1E-1 et seq. (SWMA); the Resource Conservation and Recovery Act,
42 U.S.C. 6901 et seq. ("RCRA*); *« New Jersey Underground Storage of Hazardous Substance
Act, NJ.S A. 58:10A-21 et seq. ("USTA"); Clean Air Act, 42 US.C. 7401 et seq. fCAA"); Air
PoIIution Control Act, NJ.S JV. 262C-1 et seq. ("APCA"); New Jersey Water Pollution Control Act,
NJ3-A, 58:10A-1 etseq. ("WPCA*); and any Laws promulgated thereunder or many other
applicable federal, state or local Law dealing with environmental protection now existing or
hereafter enacted (coHectivdy, "Environmental Laws"), ft is understood and agreed that the
provisions contained in this Paragraph shall be applicable notwroistandnig whether any substance
shall not have been deemed to be a hazardous substance atthe trine of its use or Release but shall
thereafter be deemed to be a Hazardous Substance.

ii) The tenn "Release" means releasing, spilling, leaking, pumping, pouring,
emitting, emptying, discharging, ejecting, escaping, leaching, disposing or dumping as those terms
are defined by any Bavjronmental Laws. .

b) Hexcel agrees to comply with the provisions of ISRA with regard to the Property and
pursuant to an Administrative Consent Order entered into by Hexcel with the New Jersey
Department of Environmental Protection ("NJDEP") on or about March 26,1986 (the "AGO") as ft
may amended or modified as hereinafter described,

c) The parties agree that the transfer of the Property as provided in this Agreement and
the cessation of operations by Fine Organics at or prior to the termination of the Lease will trigger
ISRA. The parties shall cooperate in furnishing the NJDEP with all requested documents,
information, materials, signatures and certifications that may be necessary or appropriate.

d) Except as otherwise provided in this Agreement, (i) Hexcel shall be solely
responsible for all costs and expenses to comply with ISRA as that statute may be triggered by Fine
Organics' cessation of operations, the conveyance of the Property to Hexcel or any other event
contemplated by this Agreement; such costs and expenses shall include but not be limited to any and
all costs for (A) testing and sampling associated with such compliance; (B) remedying me Property .
or offeitc locations of any Hazardous Substances; and (Q the preparation of any document required
pursuant to ISRA by the NJDEP; and (ii) Hexcel shall be responsible for submission of the required
forms and the completion of all ISRA requirements related to. the transaction contemplated by this
Agreement (Le.. transfer of title to the Property and, if NJDEP agrees, the cessation of operations by
Fine Organics). Prior to the Closing and in no event less than 10 days following the date of this
Agreement, Fine Organics shall complete, as required by the NJDEP, Sections 2B, 3,4,7,8,10 and
11 of the Preliminary Assessment Report Form, a copy of which is attached hereto as Schedule G.
Hexcel shall be responsible for completing all other sections of die Preliminary Assessment Report
form. Hexcel shall bear all costs for submission of the Remediation Agreement Application and
General Information Notice and for obtaining a Remediation Agreement or an amendment to the
AGO to allow the transactions contemplated by the Agreement to close. Fine Organics shall
cooperate by executing all necessary documents including, without limitation, the Remediation
Agreement application. General Information Notice, the Remediation Agreement and the
Preliminary Assessment Report form. Although FineOrganics is required to complete the above-
referenced sections of the Prelrminary Assessment Report fonn prior to the Closing, Hexcel is not
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obligated to submit the Preliminary Assessment Report form prior to the Closing and may do so after
fiie Closing. Hexcel shall be solely responsible for all costs-in obtaining the Remediation Agreement
or an amendment to the AGO including the posting of any financial assurance required pursuant to
the Remediation Agreement or me amendment of the ACO. Hexcel shaft include in any application
to obtain a Remediation Agreement or an amendment to the ACO a request to have Hexcel be the
only ordered party and shall use its reasonable efforts to obtain a Remediation Agreement or the
amendment to the ACO mat identifies only Hexed as the ordered party for compliance with ISRA.
If Hexcel cannot obtain the Remediation Agreement or an amendment to the ACO with only Hexcel
as the responsible party, Fine Organics shall execute die Remediation Agreement or amendment to
the ACO as an ordered party so mat mis transaction may close. Hexcel shall provide to Fine
Organics copies of all correspondence and documents to and from to NTOEP relating to the
Remediation Agreement of artamendment to die ACO and Fine Organics shall be entitled to
participate in the drafting of any Remediation Agreement or amendment to the ACO, to the extent
that the Remediation Agreement or the amendment to the ACO has any material adverse impact on
Fine Organics. Fine Organics shall provide for all signatures and certifications as operator of the
industrial establishment and as seller of me Property as required to complete the ISRA forms.

e) Hexcel shall continue -with the investigation and remediation of the Property in
accordance with ISRA and the aforesaid ACO. Hexcel shall continue to post the requisite financial
assurances with the NJDEP and fn accordance with the ACO.

13. INDEMNIFICATION OF FINE ORGANICS

In reliance on the recitals, promises, warranties, covenants and representations made by Fine
Organics in this Agreement, Hexcel agrees than

a) Hexcel wfll defend, indemnify and hold harmless Fine Organics, and its officers,
directors, employees, agents, shareholders, their successors and assigns (collectively, the TO
Parties") from and against all losses, damages, costs, expenses, penalties, judgments, claims, causes
of action, Liabilities or the Eke, including attorneys' tecs, as well as any costs of tees in enforcing this
indemnity and any claims, demands and causes of action, ("Claims") of any third party caused by or
resulting in any manner from any negligent or willful acts or omissions of any contractor engaged by
Hexcel or of any of such contractor's subcontractors, or agents or employees (collectively
"contractor") and performing or relating to any work at the Property, provided that such Claims were
not the result of any willful or gross negligent acts or omissions of Fine Organics.

b) Hexcel shall defend, indemnify and hold harmless FO Parties from and against any
and all Claims arising or resulting from Hexcel's failure or refusal at any time to perform its duties
and obligations under fins Agreement or from any material breach or violation by Hexcel of any of
the representations, warranties, covenants or promises contained therein.

c) Hexcel shall require any contractor to comply with aH Laws and shall defend,
indemnify and bold harmless Fine Organics from and against all Claims arising or relating to:

i) any violation of such Laws by the contractor;
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ii) the work performed by any contractor.

d) Heoccel isbaH reqoire that its contractors shall comply wi& the safety rules and
regulations of Fine Organics in force at the Property, which rules shall be usual and customary for
businesses and operations of the land engaged in by Fine Organics at the Property, and th»t aH
materials, equipment, and work under contracts) shall comply therewith, and Hexcel shall defend,
indemnify and hold harmless the FO Parties from and against aH Claims arising or relating to any
material violation of such safety rules and regulations by the contractor.

e) Except as otherwise provided and limited in this Agreement, Hexcel shall defend,
indemnify and hold harmless the FO Patties from and against any Claims arising directly or
indirectly from the following: —

i) the contamination of or adverse effects (A) on the Fropei ty by any Hazardous
Substances, or (B) at ofisite locations (including bat not limited to the Napp property) by any
Hazardous Substances emanating from the Property;

ii) the location, use, generation, manufacture, production, storage, Release,
threatened Release or presence of Hazardous Substances on, at, under or emanating from the
Property; and

iii) the violation or possible violation of any Environmental Laws (A) regarding
the Property, or (B) at ofisite locations as a result of an act at or on the Property by Fine Organics or
Hexcel or any tenant or prior owner or user of the Property.

The indemnity contained in this Paragraph 13(e) shall not extend nor apply to
Releases that were caused by Fine Organics of Hazardous Substances in or on die Property (i) from
and after the Closing or (ii) prior to Closing and which were not disclosed to Hexcel on Schedule E
or not disclosed or referenced by either party in any document delivered or testimony given in. the
Adversary Proceeding, but this exception shall apply only to the extent that the Releases,
individually or in the aggregate do not cause the cost of the clean-up of the Property to be conducted
by Hexcel to be increased by more than $100,000 (which amount shall include any amounts
similarly provided for in the Lease), Nor shall me indemnity contained in this Paragraph (e) extend
nor apply to any Claims arising directly or indirectly from the ofisite disposal of the Drums, or
related to any ofKte disposal of Hazardous Substances during Fine Organics' occupancy of the
Property under the Lease.

f) Except as provided in this Agreement or as required by Law, Fine Organics shall be
solely responsible for all of its activities at the Lease Premises during the Lease term, and obtain all
permits and approvals as may be required for all its activities conducted at thePropcrty.

g) In addition to being liable for monetary and other damages for any misrepresentation
or breach under this Agreement, Hexcel also shall be subject to injunctive and other relief.

h) In no event foaT| any claim be made pursuant to any indemnity set forth in this
Paragraph 13 if the amount of the Claim is less man $2,500.
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i) In no event shall Hexcel be required to indemnify Fine Qrgam'cs with respect to any
fine or penalty which may arise or relate to any violation by Fine Organics of any Laws.

j) If any FO Party proposes to assert a right of indemnification under this Paragraph, it
shall, promptly after sach FO Party is apprised of any action or interference or receives any claim or
notice of commencement of any suit or proceeding with respect to which the right to indemnification
is proposed to be asserted, notify Hexcel thereof in writing, enclosing a copy (If in writing) of any
such claim or notice and a concise description of the basis of me claim for indemnification. In no
event wfll any FO Party be required, prior to making a claim against Hexcel or becoming entitled to
recovery hereunder from Hexcel, to commence litigation or to take any other action (other man
reasonable efforts to file claims to obtain insurance recoveries) with respect to a matter for which
any FO Party may have a claim against Hexcel under mis Agreement

k) Hexcel shall have sole right and discretion to determine flic manner of any defense
and may settle or compromise, in its sole discretion, any such claim or cause of action. Hexcel shall
pay and satisfy any judgment, interest, penalty or fine resulting therefrom. Hexcel's obligation to
defend and mdemnify me FO Parties isconditioned upon me FO Parties' foil cooperation with
Hexcel and its attorneys as well as full compliance with all other provisions of this Agreement

1) To the extent that Hexcel is required to defend, indemnify and hold harmless Fine
Organics from any liability or obligation pursuant to the Agreement, Hexcel shall fully assume such
liability or obligation and release Fine Organics from such liability or obligation.

14. INDEMNinCATION OF HEXCEL

a) Fine Organics shall defend, indemnify and hold harmless Hexcel, and its officers,
directors, employees, agents, shareholders and their successors and assigns (collectively, the "Hexcel
Parties") from and against any and all Claims arising or resulting from Fine Organics' failure or
refusal at any time to perform its duties under.this Agreement or any material breach or violation by
Fine Organics of any of the representations, warranties, covenants orpromises contained herein;
provided however, mat Fine Organics shall not be required to defend, indemnify nor hold harmless
Hexcel, nor be liable to Hexcel for, any breach of any representation or warranty contained in this
Agreement to the extent Hexcel has agreed to assume the obligation or liability pursuant to this
Agreement

b) Fine Organics shaH defend, indemnify and hold harmless the Hexcel Parties from
and against any Claims arising or resulting from Releases mat were caused by Fine Organics of
Hazardous Substances in or on the Property (i) from and after the Closing or (ii) prior to Closing and
which were not disclosed to Hexcel on Schedule E or not disclosed or referenced by either party in
any document delivered or testimony given in the Adversary Proceeding, but only to the extent that
the Releases, individually or in the aggregate, cause the cost of the clean-up of the Property to be
conducted by Hexcel to be increased by more than $100,000. Except as otherwise provided in the
Agreement, Fine Organics shall defend, indemnify and hold harmless the Hexcel Parties from and
against any Claims arising or resulting from any other failures of Fine Organics to comply with
Environmental Laws. Fine Organics shall defend, indemnify and hold harmless the Hexcel Parties
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from and against any Claims arising or resulting from the offeite disposal of the Drums, or related to
any ofisire disposal of Hazardous Substances during its occupancy of the Property under the Lease.

c) fa addition to being liable for monetary and other damages for any misrepresentation
or breach under this Agreement, Fine Organics also shall be subject to injunctrve and other relief.

d) In no event shall any claim be made pursuant to any indemnity set forth in this
Paragraph 13 if the amount of the Claim is less than$2^00.

e) If any Hexcel Party proposes to assert a right of indemnification under ibis
Paragraph, it shaH, promptly after such Hexcel Patty is apprised of any action or interference or
receives any claim or notice of commencement of any suit or proceeding with respect to which the
right to mdemmficafion is proposed to be asserted, notify Fine Organics thereof in writing, enclosing
a copy (if in writing) of any such claim or notice and a concise description of the basis of the claim
for indemnification. In no event will any Hexcel Party be required, prior to making a claim against
Fine Organics or becoming entitled to recovery hereundcr from Fine Organics, to commence
litigation or to take any other action (other than reasonable efforts to file claims to obtain insurance
recoveries) against any third party with respect to a matter for which such Hexcel Party may have a
claim against Fine Organics under this Agreement

i) Fine Organics shall have sole right and discretion to determine the manner of any
defense and may settle or compromise, in its sole discretion, any such claim or cause of action. Fine
Organics shall pay and satisfy any judgment, interest, penalty or fine resulting therefrom. Fine
Organics' obligation to defend and indemnify the Hexcel Parties is conditioned upon the Hexcel
Party's full cooperation •with Fine Organics and its attorneys as well as full compliance with all other
provisions of this Agreement

g) To the extent that Fine Organics is required to defend, indemnify and hold harmless
Fine Organics from any liability or obligation pursuant to the Agreement, Fine Organics shall fully
assume such liability or obligation and release Hexcel from such liability or obligation.

15. EXPENSES

Except as provided in mis Agreement, Hexcel and Fine Organics each shall pay its own
expenses incident to this Agreement and the transactions contemplated hereby, including all fees of
its counsel and accountants, whether or not such transactions shall be consummated.

16. NOTICES

All notices or other communications between the parties shall be given in writing by
facsimile or by overnight delivery service (e.g. Federal Express) or by registered or certified mail,
return receipt requested, and addressed to the attention of each of the following persons:

If to Fine Organics:

Fine Organics Corporation
205 Main Street
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P.O. Box 687
Lodi,NJ 07644-0687
Arm: Wflliam J. Reidy, Chairman""
Facsimfle: 201-472-6810

and copy to:

Cole, Schotz, Meisel, Forman
& Leonard, P.C.
25 Main Street
P.O. Box 800
Hackensack, NJ 07602-0800
Attn: Gerard M Giordano, Esq.
Facsimile: 201-489-1536

IftoHexccI:

Hexcel Corporation
5794 West Las Positas Boulevard
Pleasanton,CA 94588-8781
Atnr Rodney P. Jenks Jr., Esq.
Vice President

. Facsimile: 510-734-8611

with a copy to:

Hexcel Corporation
Two Stamford Plaza
28lTresserBlvd.
Stamford, CT 06901-3238
Attn: Ira J. Krakower, Esq.
Facsimile: 203-358-3972

A notice shall be* deemed to have been given (i) on the day of such notice by facsimile, if a
business day or the next business day otherwise, (fi) the next business day following such notice
by overnight delivery service, or (iii) on the third business day following such notice by
registered or certified mail.

17. FINDERS

The parties agree that none of them shall be liable for any brokerage, finder's or similar fees
or commissions incurred by any other party hereto in connection with the transactions contemplated
by this Agreement. Each party to this Agreement represents and •warrants to the other party that ft
has not dealt with and does not know of any person, firm or corporation asserting a brokerage,
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finder's or similar claim in connection with the making or negotiation of this Agreement or the
transactions contemplated hereby. _

18. RELEASE

Upon the Closing, each of the parties shall execute and deliver to the other a general release
in the form of the General Release Agreement attached as Schedule F.

19. PRESS RELEASES/ANNOUNCEMENTS

No party shall issue any press releases or public announcements of soy of the transactions
contemplated by mis Agreement, except as maybe mutually agreed to in •writing by both Fine
Organics and Hexcel; provided, however, that Fine Organics andfHexeel may issue such press
releases or public announcements as in their reasonable judgment are required in order to comply
with applicable law or the rules and regulations of the Securities and Exchange Commission and/or
the New York Stock Exchange. Furthermore, Fine Organics shall not; and shall use its be$t efforts to
cause its officers, shareholders, employees and agents not to, communicate in any manner with any
person, including but not limited to the NJDEP or any other governmental agency, with respect to
the Property, unless requested by Hexcel or required by Law; provided however, if required by Law
to so communicate, such person shall first notify Hexcel of such requirement and shall cooperate
wfth Hexcel should Hexcel seek to limit or prevent such communication.

20. FURTHER INSTRUMENTS

Each of the parties will, after fhe Closing Date,: without cost or expense to the complying
party, execute and deliver or cause to be executed and delivered to the requesting patty such further
instruments of transfer and conveyance, and will take such other actions as may be reasonably
requested to more effectively consummate the transactions contemplated by fins Agreement Fine
Organics shall also cooperate at no cost to Fine Organics with Hexcel in HexceTs pursuii of any of
its rights relating to the Property, including any Claims against any third parties or msurers-

21. NO THIRD PARTY RIGHTS

Except as otherwise provided herein, nothing herein expressed or implied is intended or shall
be construed to confer upon or to give any person, firm or corporation, other than the parties hereto,
any right or remedy under or by reason hereof.

22. MISCELLANEOUS

a) References. la all references herein to any parties, persons, entities or
corporations the use of any particular gender or the plural or singular number is intended to
include the appropriate gender or number as the text of the within instrument may require.

b) Counterparts. This Agreement may be executed in any number of counterparts and
each such counterpart hereof shall be deemed to be an original instrument, but all such counterparts
together shall constitute but one Agrecment.
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c) Survival Unless odier«isc provided in this Agreement, all rights and obligations of
QIC parties, including but not limited to indemnities and releases, shall survive the dosing far an
unlimited time period.

d) Entire Agreement This Agreement supersedes aD prior negotiations, and, together
with all other documents, schedules, fists, exhibits, certificates and ofiicr documents referred to in
tins Agreement or required in connection with the transactions contemplated hereby, contains the
entire understanding between the parties and may not be orally changed or modified. Upon
execution of tin's Agreement and related document, me Asset Purchase Agreement, dated December
31, 1985, me Amendment to Asset Purchase Agreement, dated March 31, 1986, the Modification
Agreement, dated April 12, 1989, and all other documents relating to Fine Orgamcs* purchase of the
Property from Hexcel, shall have no further legal

e) Agreement AD references to the "Agreement?* contained herein shaD include any
and all documents and instruments entered into as a result thereof, including but not limited to the
Lease Agreement, the Escrow Agreement and the Release. Schedules C (Escrow Agreement—
bracketed to be negotiated and blanks to be completed); D (Lease Agreement— bracketed to be
negotiated and blanks to be completed); and E (Spills and Hazardous Substances—description of
Releases needs to be more complete) are not complete and agreed at the, time of execution of this
Agreement; such Schedules shah be completed by the appropriate party prior to Closing and shall be
acceptable to both parties.

f) BmdmgEffbct This agreement shall be binding upon and shall inure to the benefit
of the parties hereto and their respective successors, personal representatives and assigns.

g) Applicable Law. This Agreement shall be governed by the laws of the State of New
Jersey applicable to contracts negotiated in and to be performed in the State ofNew Jersey and
without regard to conflict of laws provisions. Furthermore, the parties acknowledge that the
Bankruptcy Court should reserve jurisdiction over the rights and obligations contained in this
Agreement and enforcement thereof. Any controversy or claim arising out of or relating to this
Agreement, or The breach thereof, shall take place in the Bankruptcy Court, or, if the Bankruptcy
Court docs not have or refuses to exercise jurisdiction, in an arbitration as provided in Paragraph
22(i), asd each party consents to the personal jurisdiction of each of those courts or panels over fL

h) Reference to Parties: All references fn this Agreement to the parties by description
or by name shall mean and include their successors and assigns and any affiliated or related entities.

i) Arbitration. Except as provided in Paragraph 22(g) hereof, any controversy or claim
arising out of or relating to this Agreement, or the breach thereof, shall be settled by arbitration
administered by the American Arbitration Assodafon ("AAA^ mder its
Arbitration Rules, and judgment on the award rendered by the arbitrator may be entered in any
court having jurisdiction thereof. Any such arbitration shall take place in Bergen County, New
Jersey, and shall be aoterrristered by the office of the AAA in tike office whici has jurisdiction
over such County. Any party may request that the arbitrator allow the party to conduct discovery
related to the claim or controversy iirvolve<l thereof; the arbitrator shall have the power to allow
discovery and shall determine the scope and processes thereof, to the extent that such discovery
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would be allowed in a, proceeding in a Superior Coat in such County. Furthermor
arbitrator may, in Appropriate drcumstances as the arbitrator may detenru^e, issue an award,
including a preliminary award, providing for equitable relief, including mjtmctive relief and
specific performance.

j) Non-Waiver. FaUureof«thcrpartyto«m^lamofanyactoromissiononuie
part of the other party, no matter how long same may continue, shall not be deemed a waiver by
said party of any of its rights hereandcr. No waiver by either party at any time, express or
implied, of breach of any provisions offliis Agreement shall be deemed awaiver or breach of
any other provision or a consent to any snbsequentbreach of the same or any other provision,
lie consent to or appioval of any action on any one occasion by ejrthcf party hereto shall not be
deemed a consent tcror approval of any other action on the same or any subsequent occasion.
Any and all rights and remedies which either party may have under this Agreement or by
operation of law, either at law or in equity, by reason of a breach by the other party shall be
distinct, separate, and cumulative and shall not be deemed inconsistent with any other .right or
remedy and any two or more or all of such rights and remedies may be exercised at the same
time. Acceptance by cither party of any of the benefits of this Agreement with knowledge of any
breach thereof by the other party shall not be deemed a waiver by the party receiving the benefit
of any rights or remedies to which it is entitled hereunder or by law.

k) Attorneys Fees. Should any legal proceeding be implemented by cither party, the
prevailing party shall be entitled to recover from the other party its reasonable attorneys fees and
associated costs incurred in such proceeding,

I) Time is of the Essence. Time is of the essence in the performance of all
provisions of this Agreement.

m) Interpretation. Each party acknowledges that it has participated in the drafting of
this Agreement As a result, neither this Agreement nor any portion thereof shall be interpreted
against any party by reason of the fact that such party was the drafter thereof.
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JN WITNESS WHEREOF, the parties hereto have cansed ttds Agreement of be dnly executed by
their anfhorizcd representatives as of the day and year fiistabove •written.

ATTEST: FINE ORGANICS CORPORATION

Its:

ATTEST:

By:_

Its:

HEXCEL CORPORATION

its
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U S DISTRICT COURT OF NO. CALIFORNIA
CASE NO. 93-48535 T fa
HEXCEL CORP. ' ML ED

CLAIM NO. 0848
DEBORAH T. PORITZ
Attorney General of New Jersey
Attorney for State of New Jersey
Department of Environmental Protection and Energy^ c „,„

R. J. Hughes Justice Complex .. c{.£/&'
PM nq^ un'o-; ""'''MjWoUJN uyo N O R r n ' c p y r , ," '"
Trenton, New Jersey 08625 c> '̂'-̂ :.v!

By: Francine W Kaplan
Deputy Attorney General
(609) 984-5065

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF CALIFORNIA:

AH S: 30

In re:
HEXCEL CORPORATION, a
Delaware Corporation,

Debtor

Tax Id. No. 94-1109521

Chapter 11

Case No. 93-48535T

[No Hearing Scheduled]

PROOF OF CLAIM

1. This Proof of Claim is filed by the Attorney

General of New Jersey on behalf of the New Jersey Department of

Environmental Protection and Energy ("NJDEPE"), an agency of

the State of New Jersey. The Attorney General of New Jersey is

authorized to make this Proof of Claim on behalf of NJDEPE.

This Proof of Claim relates to the recovery of cleanup and

removal costs incurred, or to be incurred, by NJDEPE under the

New Jersey Spill Compensation and Control Act ("Spill Act"),

N. J.S.A. 58:10-23.11 et seq. and other Federal and State

statutes concerning a number of sites, including but not

limited to: the Chemical Control Site in the City of Elizabeth,

Union County, State of New Jersey, Helen Kramer Landfill Site
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in Gloucester County, State of New Jersey (herein after

referred to as "the Sites"), for which the Debtor is liable.

2. This Proof of Claim is made for all cleanup and

removal costs incurred by NJDEPE in connection with the Sites,

including costs of response actions and natural resource damage

claims to be undertaken after confirmation in this proceeding

of any plan of reorganization. The Debtor HEXCEL Corporation,

is liable to reimburse NJDEPE for the cleanup and removal costs

incurred by NJDEPE in response to the discharge of hazardous

substances at the Sites pursuant to N.J.S.A. 58:10-23.llg.c, as

well as other Federal and State statutes. N.J.S.A. 58:10-

23.llg.c provides, in pertinent part, that:

any person who has discharged a hazardous
substance or is in any way responsible for
any hazardous substance, shall be strictly
liable, jointly and severally, without
regard to fault, for all cleanup and
removal costs no matter by whom incurred.

3. There was a discharge of hazardous substances at

both the Helen Kramer Landfill Site and Chemical Control Site,

for which cleanup and removal costs have been incurred by

NJDEPE. Remedial activities have been conducted in connection

with the Sites, and additional costs in connection with the

operation and maintenance of the remedy will likely be

incurred. The Debtor's liability under the Spill Act is joint

and several with that of other liable responsible parties.
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4. The Debtor is liable to NJDEPE as a generator of

hazardous substances disposed of at the Helen Kramer Landfill

Site and the Chemical Control Site, which may have been

transhipped to other sites throughout the state, including but

not limited to A to Z in New Brunswick New Jersey. The Debtor

discharged wastes it generated into and onto the soils and

ground water of the State of New Jersey. These discharged

wastes contained hazardous substances including, but not

limited to, solvent waste. NJDEPE has incurred cleanup and

removal costs of at least $56,001,135.31, in connection with

the Sites, for which NJDEPE has not been reimbursed. In

addition to the amount incurred to date, NJDEPE estimates that

it will likely incur future costs in connection with the

remediation activities that took place at the Sites. The

estimated cost of the work to be performed in the future is at

least 58 million. As the progress of the remediation at each

site varies, it is impossible to estimate at this junction the

total costs that the NJDEPE will ultimately incur.

5. NJDEPE reserves the right to amend this Proof of

Claim to include, or to take other appropriate actions for

reimbursement of, additional costs incurred during the pendency

of these bankruptcy proceedings including but not limited to

claims for natural resource damages and administrative and

future costs associated with the sites.

6. No payments have been made by Debtor on these

claims.

7. This Proof of Claim is not to be construed as a

waiver of any other claim or right whatsoever, including, but
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not limited to, tax claims, which The State of New Jersey may

have against the Debtor, the Debtor's estate, or any other

person/party .

8. A duplicate copy of each notice relating to this

claim should be forwarded to the undersigned attorney for

N JDEPE .

Dated: Lf̂ - / Jt-"̂ -'? ̂ Respectfully submitted,

DEBORAH T. PORITZ
ATTORNEY GENERAL OF NEW JERSEY

By:
r̂aricine/î  Kaplan
uermty Attorney General
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ALL CLAIMANTS AND EQUITY SECURITY HOLDERS ARE ENCOURAGED TO READ THIS DISCLOSURE
STATEMENT AND THE PLAN IN THEIR ENTIRETY. PLAN SUMMARIES AND STATEMENTS MADE IN THIS
DISCLOSURE STATEMENT ARE QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO THE PLAN, OTHER
EXHIBITS ANNEXED HERETO AND OTHER DOCUMENTS REFERENCED AS FILED WITH THE BANKRUPTCY
COURT PRIOR TO OR CONCURRENT WITH THE FILING OF THIS DISCLOSURE STATEMENT. SUBSEQUENT
TO THE DATE HEREOF, THERE CAN BE NO ASSURANCE THAT: (A) THE INFORMATION AND
REPRESENTATIONS CONTAINED HEREIN ARE MATERIALLY ACCURATE; AND (B) THIS DISCLOSURE
STATEMENT CONTAINS ALL MATERIAL INFORMATION. ALL CLAIMANTS AND EQUITY SECURITY
HOLDERS SHOULD READ CAREFULLY AND CONSIDER FULLY THE "RISK FACTORS" SECTION HEREOF
BEFORE VOTING FOR OR AGAINST THE PLAN.

THE DEBTOR, THE EQUITY COMMITTEE AND THE OFFICIAL COMMITTEE OF UNSECURED
CREDITORS APPOINTED IN THE DEBTOR'S CHAPTER 11 CASE (THE "CREDITORS' COMMITTEE") BELIEVE
CONFIRMATION OF THE PLAN IS IN THE BEST INTEREST OF THE DEBTOR, CREDITORS AND EQUITY
HOLDERS. THE DEBTOR, THE EQUITY COMMITTEE AND THE CREDITORS' COMMITTEE RECOMMEND
THAT CREDITORS AND EQUITY HOLDERS VOTE TO ACCEPT THE PLAN.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE WITH SECTION 1125 OF THE
BANKRUPTCY CODE AND RULE 3016(c) OF THE FEDERAL RULES OF BANKRUPTCY PROCEDURE AND NOT
IN ACCORDANCE WITH FEDERAL OR STATE SECURITIES LAWS OR OTHER APPLICABLE
NONBANKRUPTCY LAW. PERSONS OR ENTITIES TRADING IN OR OTHERWISE PURCHASING, SELLING OR
TRANSFERRING SECURITIES OF THE DEBTOR SHOULD EVALUATE THIS DISCLOSURE STATEMENT AND
THE PLAN IN LIGHT OF THE PURPOSE FOR WHICH THEY WERE PREPARED.

THIS DISCLOSURE STATEMENT HAS NEITHER BEEN APPROVED NOR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION (THE "SEC") NOR HAS THE SEC PASSED UPON THE
ACCURACY OR ADEQUACY OF THE STATEMENTS CONTAINED HEREIN.

AS TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS AND OTHER ACTIONS OR THREATENED
ACTIONS, IT IS THE PROPONENTS' POSITION THAT THIS DISCLOSURE STATEMENT SHALL NOT
CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF ANY FACT OR LIABILITY, STIPULATION OR
WAIVER BUT RATHER AS A STATEMENT MADE IN SETTLEMENT NEGOTIATIONS.

IT IS ALSO THE PROPONENTS' POSITION THAT THIS DISCLOSURE STATEMENT SHALL NOT BE
ADMISSIBLE IN ANY PROCEEDING INVOLVING THE DEBTOR, THE EQUITY COMMITTEE OR ANY OTHER
PARTY, AND IT SHALL NOT BE CONSTRUED TO BE CONCLUSIVE ADVICE ON THE TAX, SECURITIES OR
OTHER LEGAL EFFECTS OF THE DEBTOR'S REORGANIZATION AS TO HOLDERS OF CLAIMS AGAINST OR
EQUITY INTERESTS IN THE DEBTOR.

ON NOVEMBER 9, 1994 THE UNITED STATES BANKRUPTCY COURT FOR THE NORTHERN DISTRICT OF
CALIFORNIA (THE "BANKRUPTCY COURT") APPROVED THIS DISCLOSURE STATEMENT (THE
"DISCLOSURE STATEMENT"), WHICH APPROVAL DOES NOT CONSTITUTE A DETERMINATION ON THE
MERITS OF THE PLAN OF REORGANIZATION ANNEXED HERETO AS EXHIBIT A AND DESCRIBED IN THIS
DISCLOSURE STATEMENT. THE APPROVAL OF THIS DISCLOSURE STATEMENT MEANS THAT THE
BANKRUPTCY COURT HAS FOUND THAT THIS DISCLOSURE STATEMENT CONTAINS ADEQUATE
INFORMATION TO PERMIT CREDITORS AND EQUITY HOLDERS OF THE DEBTOR TO MAKE A
REASONABLY INFORMED DECISION IN EXERCISING THEIR RIGHT TO VOTE UPON THE PLAN.

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT ARE MADE AS OF THE DATE
HEREOF UNLESS ANOTHER TIME IS SPECIFIED IN THIS DISCLOSURE STATEMENT. THE DELIVERY OF
THIS DISCLOSURE STATEMENT SHALL NOT UNDER ANY CIRCUMSTANCES CREATE AN IMPLICATION
THAT THERE HAS BEEN NO CHANGE IN THE FACTS SET FORTH IN THIS DISCLOSURE STATEMENT SINCE
THE DATE OF THIS DISCLOSURE STATEMENT.

THIS DISCLOSURE STATEMENT CONTAINS ONLY A SUMMARY OF THE PLAN. ALL CREDITORS,
EQUITY HOLDERS AND OTHER INTERESTED PARTIES ARE ENCOURAGED TO REVIEW THE FULL TEXT OF
THE PLAN, AND TO READ CAREFULLY THIS ENTIRE DISCLOSURE STATEMENT, INCLUDING ALL
EXHIBITS, BEFORE DECIDING TO VOTE EITHER TO ACCEPT OR REJECT THE PLAN OR TAKE A POSITION
WITH RESPECT TO THE PLAN.
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I. INTRODUCTION

A. Filing of the Plan.

Hexcel Corporation (referred to herein as "Hexcel" or the "Debtor") and The Official Committee of Equity Security Holders
of Hexcel (the "Equity Committee") (collectively, the "Proponents"), have filed a First Amended Plan of Reorganization
Proposed by the Debtor and the Official Committee of Equity Security Holders, Dated as of November 7, 1994 (the "Plan") with
the Bankruptcy Court and this Disclosure Statement1 pursuant to Section 1125 of the United States Code (the "Bankruptcy Code")
for distribution to holders of Claims2 against and Equity Interests in the Debtor in connection with (i) the solicitation of acceptances
of the Plan and (ii) the hearing to consider confirmation of the Plan (the "Confirmation Hearing") scheduled for January 10, 1995
at 9:30 a.m. Pacific Standard Time.

Attached as Exhibits to this Disclosure Statement are copies of the following:

o The Plan (Exhibit A);

9 Order of the Bankruptcy Court dated November 9, 1994, among other things, approving this Disclosure Statement and
establishing certain procedures with respect to the solicitation and tabulation of votes to accept or reject the Plan
(Exhibit B);

e Hexcel Corporation's Form 10-K 1993 Annual Report and Form 10-K/A Amendment (Exhibit C);

• Hexcel Corporation's Form 10-Q Quarterly Report for the Quarter Ended July 3, 1994 (Exhibit D);

a Hexcel Corporation's Projected Financial Information (Exhibit E);

• Hexcel Corporation's Liquidation Analysis (Exhibit F);

e Hexcel Corporation's New Long Term Incentive Plan (Exhibit G);

• Stipulation Re: Compromise and Settlement of Controversy Regarding Environmental Claims of the Puente Valley
Operable Unit Steering Committee, and Order Thereon (Exhibit H).

In addition, a ballot for the' acceptance or rejection of the Plan is enclosed with the Disclosure Statement submitted to the
holders of Claims and Equity Interests that may be entitled to vote to accept or reject the Plan.

On November 9, 1994, after notice and a hearing, the Bankruptcy Court approved this Disclosure Statement as containing
adequate information of a kJnd and in sufficient detail to enable hypothetical, reasonable investors typical of the Debtor's creditors
and equity security holders to make an informed judgment whether to accept or reject the Plan. APPROVAL OF THIS
DISCLOSURE STATEMENT DOES NOT, HOWEVER, CONSTITUTE A DETERMINATION BY THE BANKRUPTCY
COURT AS TO THE FAIRNESS OR MERITS OF THE PLAN.

Each creditor and equity security holder of the Debtor entitled to vote to accept or reject the Plan should read this Disclosure
Statement and the Plan in their entirety before voting on the Plan.

B. Right to Vote on the Plan.

Pursuant to the provisions of the Bankruptcy Code, only holders of allowed claims or equity interests in classes of claims or
equity interests that are impaired under the terms and provisions of a chapter 11 plan are entitled to vote to accept or reject the Plan.
Holders of allowed claims or equity interests in classes of claims or equity interests that are unimpaired under the terms and
provisions of a chapter 11 plan are conclusively presumed to have accepted the plan and therefore are not entitled to vote on such a
plan. The Plan Proponents believe that Classes 1, 2, 3, 5, 6, 7, 9, 10 and 12 are unimpaired, are conclusively presumed to have
accepted the Plan, and therefore do not have the right to vote on the Plan.

Holders of Claims in Classes 4 and 8 and Common Stock Interests in Class 11 are impaired and therefore are entitled to vote
to accept or reject the Plan. In addition to soliciting the acceptances of those Classes, out of an abundance of caution, the
Proponents are soliciting acceptances of the Plan from Classes 5 and 6 so that the Plan can be confirmed even if the Bankruptcy
Court determines that any holders of Claims in these Classes are impaired. However, if the Bankruptcy Court determines that the
holders of Claims in a Class are rendered unimpaired by the Plan, the votes of such holders will not be counted.

The Bankruptcy Code defines "acceptance" of a plan by a class of claims as acceptance by creditors in that class that hold at
least two-thirds in dollar amount and more than one-half in number of the claims that cast ballots for acceptance or rejection of the
plan. The Bankruptcy Code defines "acceptance" of a plan by a class of equity interests as acceptance by equity interest holders in

1 This Disclosure Statement contains certain changes made to the Disclosure Statement dated November 7, 1994 which were
announced on the record at the November 9, 1994 hearing to consider approval of the Disclosure Statement.

2 Unless otherwise defined herein, all capitalized terms contained herein have the meanings ascribed to them in the Plan.
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that class that hold at least two-thirds in amount of the allowed interests that cast ballots for acceptance or rejection of the plan. For
a complete description of the requirements for confirmation of the Plan, see Section VI, "Confirmation and Consummation
Procedure."

If a Class of Claims or Equity Interests rejects the Plan or is deemed to reject the Plan, the Proponents have the right, and
intend, to request confirmation of the Plan pursuant to Section 1129(b) of the Bankruptcy Code. Section 1129(b) permits the
confirmation of a plan notwithstanding the nonacceptance of such plan by one or more impaired classes of claims or equity
interests if the proponent thereof complies with the provisions of that section. Under that section, a plan may be confirmed by a
bankruptcy court if it does not "discriminate unfairly" and is "fair and equitable" with respect to each nonaccepting class. For a
more detailed description of the requirements for confirmation of a nonconsensual plan, see Section VI.C.2, "Confirmation and
Consummation Procedure, Unfair Discrimination and Fair and Equitable Tests."

The Proponents believe that (i) through the Plan, creditors and equity security holders will obtain a substantially greater
recovery from the estate of the Debtor than the recovery which would be available if the assets of the Debtor were liquidated under
Chapter 7 of the Bankruptcy Code and (ii) the Plan will afford Hexcel the opportunity and ability to continue in business as a viable
going concern and preserve ongoing employment for Hexcel's employees.

After carefully reviewing this Disclosure Statement, including the Exhibits, each holder of an Allowed Claim or Allowed
Equity Interest that is entitled to vote on the Plan should vote on the Plan.

THE PROPONENTS AND THE CREDITORS' COMMITTEE BELIEVE THAT ACCEPTANCE OF THE PLAN IS
IN THE BEST INTERESTS OF THE DEBTOR, ITS CREDITORS AND EQUITY SECURITY HOLDERS AND URGE
THAT CREDITORS AND EQUITY SECURITY HOLDERS VOTE TO ACCEPT THE PLAN.

C. Voting Instructions.

If you are entitled to vote to accept or reject the Plan, a Ballot is enclosed for the purpose of voting on the Plan. If you hold a
Claim or Equity Interest in more than one Class and you are entitled to vote Claims or Equity Interests in more than one Class, you
will receive separate Ballots which must be used for each separate Class of Claims or Equity Interests. Please vote and return your
Ballot(s). Your Ballot must be delivered either by mail or personal delivery, as follows:

1. If you received a Ballot from a broker, bank or other institution, return the completed Ballot to such broker, bank or
institution promptly so that it can be forwarded to Poorman-Douglas by January 3, 1995.

2. If you received a Ballot from the Debtor, return the completed Ballot

(i) if delivered by U.S. mail, to:

HEXCEL CORPORATION PLAN OF REORGANIZATION

c/o Poorman-Douglas
P.O. Box 19550
Portland, Oregon 97280-9922

(ii) or, if delivered by hand or overnight delivery, to:

HEXCEL CORPORATION PLAN OF REORGANIZATION

c/o Poorman-Douglas
1325 Southeast Custer Drive
Portland, Oregon 97219

DO NOT SURRENDER STOCK CERTIFICATES AT THIS TIME OR RETURN THEM WITH YOUR BALLOT.
SUBSCRIPTION CERTIFICATES REPRESENTING THE RIGHTS TO BE DISTRIBUTED TO HOLDERS OF
RECORD OF HEXCEL COMMON STOCK AS OF THE EFFECTIVE DATE, AND INSTRUCTIONS ON HOW TO
EXERCISE THE RIGHTS, WILL BE DISTRIBUTED TO STOCKHOLDERS UNDER SEPARATE COVER AFTER
THE PLAN BECOMES EFFECTIVE.

BALLOTS SENT BY FACSIMILE TRANSMISSION ARE NOT ALLOWED AND WILL NOT BE COUNTED.
BALLOTS THAT ARE NOT CORRECTLY COMPLETED WILL NOT BE COUNTED.

TO BE COUNTED, YOUR BALLOT INDICATING ACCEPTANCE OR REJECTION OF THE PLAN MUST BE
RECEIVED NO LATER THAN 5:00 P.M., PACIFIC STANDARD TIME ON JANUARY 3, 1995.

If you are a creditor or equity security holder entitled to vote on the Plan and did not receive a ballot, received a damaged
ballot or lost your ballot, or if you have any questions concerning the Disclosure Statement, the Plan or the procedures for voting
on the Plan, please call Charlie Sekayouma of Poorman-Douglas at (503) 293-5082.
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D. Confirmation Hearing.

Pursuant to Section 1128 of the Bankruptcy Code, the Confirmation Hearing will be held on January 10, 1995 at 9:30 a.m.,
Pacific Standard Time before the Honorable Leslie Tchaikovsky, United States Bankruptcy Judge, at the United States Bankruptcy
Court, 1300 Clay Street, Oakland, California 94612. The Bankruptcy Court has directed that objections, if any, to confirmation of
the Plan be served and filed so that they are received on or before December 20, 1994 at 5:00 p.m., Pacific Standard Time, in the
manner described below in Section VLB, "Confirmation and Consummation Procedure, The Confirmation Hearing." Objections
to confirmation of the Plan are governed by Bankruptcy Rule 9014. The Confirmation Hearing may be adjourned from time to time
by the Bankruptcy Court without further notice except for the announcement of the adjournment date made at the Confirmation
Hearing or at any subsequent adjourned Confirmation Hearing.

II. OVERVIEW OF THE PLAN

A. Introduction.

The Proponents believe that the Plan they have proposed satisfies creditors' Allowed Claims in full, maximizes stockholders'
recoveries and creates a sound capital structure for the reorganized entity. The Plan will substantially reduce the level of the
Debtor's pre-petition indebtedness through the infusion of $50 million in new equity capital. The new equity capital will be
obtained by means of a $9 million investment in common stock of Reorganized Hexcel by Mutual Series Fund Inc. ("Mutual
Series") and a $41 million rights offering for the common stock of Reorganized Hexcel with Mutual Series being a committed
standby purchaser, pursuant to the Conditional Standby Purchase Commitment dated as of October 24, 1994 (the "Standby
Purchase Commitment"), a copy of which is annexed as Exhibit B to the Plan.

B. Material Elements of the Plan.

The following is a brief summary of the material provisions of the Plan. This overview is qualified in its entirety by reference
to the provisions of the Plan, a copy of which is annexed hereto as Exhibit A, and the more detailed financial and other information
contained elsewhere in this document and in the Exhibits hereto. In addition, for a more detailed description of the terms and
provisions of the Plan, see Section V, "The Plan of Reorganization."

1. Rights Offering and Mutual Series Stock Purchase.

The Plan provides for and- is premised upon Hexcel raising $50 million through a $41 million rights offering ("Rights
Offering") to holders of Hexcel's existing Common Stock ("Common Stock"), and Mutual Series' commitment to purchase
1,945,946 shares of Reorganized Hexcel Common Stock for $9 million ($4.625 per share) plus all of the shares of Reorganized
Hexcel Common Stock which are offered but not sold in the Rights Offering (other than such shares which are sold to John J. Lee
as described below) at a price of $4.625 per share.

The Rights Offering will be conducted in accordance with the Rights Plan (the "Rights Plan"), a copy of which is annexed as
Exhibit A to the Plan. Pursuant to the Rights Plan, rights to purchase approximately 8,864,865 shares of Reorganized Hexcel
Common Stock will be issued to holders of record of Hexcel Common Stock as of the close of business on the Effective Date under
the Plan. Each such stockholder will receive 1.21273 rights ("Basic Subscription Rights") for each share of Hexcel Common
Stock held by him. Each Basic Subscription Right will entitle the holder thereof to purchase one share of Reorganized Hexcel
Common Stock for an exercise price of $4.625 per share until the expiration of the Rights Offering, which will occur 45 days after
the Effective Date. The Basic Subscription Rights will be freely tradeable.

Additionally, under the Rights Plan any Record Holder of Hexcel Common Stock as of the close of business on the Effective
Date who exercises all of the Basic Subscription Rights which he receives under the Plan (an "Eligible Rights Holder") will have
the right to exercise certain oversubscription rights (the "Oversubscription Rights") which will entitle him to subscribe for, at a
price of $4.625 per share, all or a portion of the shares of Reorganized Hexcel Common Stock, if any, which are assigned to the
Stockholder Pool pursuant to the terms of the Rights Plan. If the aggregate number of shares subscribed for by Eligible Rights
Holders pursuant to the exercise of their Oversubscription Rights exceeds the number of shares in the Stockholder Pool, the number
of shares each Eligible Rights Holder will be entitled to purchase will be subject to the proration method set forth in the Rights
Plan. The Stockholder Pool will include 75% of the excess, if any, of (i) the number of shares of Reorganized Hexcel Common
Stock subject to unexercised Basic Subscription Rights over (ii) 108,108.

In addition, John J. Lee, the Chairman and Chief Executive Officer of Hexcel, has committed to purchase 108,108 shares of
Reorganized Hexcel Common Stock at a price of $4.625 per share concurrent with the closing of the Rights Offering. Such shares
will reduce the number of shares, if any, in the Oversubscription Pool.

2. Classification and Treatment of All Claims and Equity Interests Under the Plan.

The Plan designates 10 Classes of Claims and 2 Classes of Equity Interests. These Classes take into account the differing
nature and priority under the Bankruptcy Code of the various Claims and Equity Interests.

The following table sets forth the classification and treatment of all Claims and Equity Interests under the Plan and the
consideration distributable to such Claims and Equity Interests under the Plan. The information set forth in the following table is
for convenience of reference only, and each holder of a Claim or Equity Interest should refer to the Plan for a full understanding of
the classification and treatment of Claims and Equity Interests provided for under the Plan. The Claim reconciliation procedure is
an ongoing process and the actual amount of Allowed Claims may vary from the estimates.
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SUMMARY OF CLASSIFICATION AND TREATMENT
OF ALL CLAIMS AND EQUITY INTERESTS UNDER THE PLAN3

Class

Administrative Expense Claims

Estimate of
Total Amount
of Claims in

Class

$16,887,000

Priority Tax Claims

Class 1
Other Priority Claims

Class 2
Secured Claims

Class 3
IDRB Claims

Class 4
BNP Claims

Treatment

Unimpaired; paid in full, in Cash on the Effective Date,
or in accordance with the terms and conditions of
transactions or agreements relating to obligations
incurred in the ordinary course of business during the
pendency of the Chapter 11 Case or assumed by the
Debtor in Possession.

$ 4,009,000 Unimpaired; at the option of Reorganized Hexcel either
paid in full, in Cash on the Effective Date, or paid over
a six-year period from the date of assessment as
provided in section 1129(a)(9)(C) of the Bankruptcy
Code with interest payable at a rate of 5% per annum or
as otherwise established by the Bankruptcy Court.

$ 0 Unimpaired; paid in full, in Cash on the Effective Date.

$ 583,000 Unimpaired; Reinstated.

$15,650,000 Unimpaired; paid in full on the Effective Date or
Reinstated.

$15,650,000 Impaired; Cash in the amount of $181,931.54 for all
prepetition unreimbursed drawings under the seven
BNP Letters of Credit, draw fees, letter of credit fees,
attorneys' fees and prepetition fees and out-of-pocket
expenses paid by BNP to the remarketing agent for the
IDRBs; Cash in the amount of $772,000 for all post-
petition unreimbursed drawings under the seven BNP
Letters of Credit and unpaid accrued interest thereon at
the contract non-default rate, and draw fees, letter of
credit fees and expenses paid by BNP to the remarketing
agent for the IDRBs for which it is entitled to
reimbursement under the terms of the seven BNP
Reimbursement Agreements; and Cash on the Effective
Date in the amount of $502,000 as a one-time
reinstatement and extension commitment fee. BNP will
extend the expiration date of the seven BNP Letters of
Credit to December 31, 1998, and waive all prior
defaults under the seven related BNP Reimbursement
Agreements; the seven BNP Reimbursement
Agreements will be amended and restated to amend
certain covenants and increase commitment fees and
interest rates on Liquidity Reimbursement Obligations
and other obligations; Hexcel will at its option deposit
$600,000 sinking fund payments every 3 months to
secure the seven BNP Reimbursement Agreements,
redeem a like amount of IDRBs or provide a like

3 This table is only a summary of the classification and treatment of Claims and Equity Interests under the Plan. Reference should
be made to the entire Disclosure Statement and the Plan for a complete description of the classification and treatment of Claims
and Equity Interests.
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Class

Class 5
General Unsecured Claims

Class 6
Principal Mutual Claims

Class 7
Environmental Claims

Class 8
Intercompany Claims

Estimate of
Total Amount
of Claims in

Class Treatment

amount of letters of credit to secure the seven BNP
Reimbursement Agreements.

$46,311,000 Unimpaired; paid in full, in Cash on the Effective Date
with interest at 5% per annum from the later of the
Commencement Date, and the date the obligation
underlying such Claims became or becomes due.

$35,500,000 Unimpaired; Principal Mutual will receive payment on
the Effective Date of $35.5 million plus interest at 10%
per annum commencing October 1, 1994.

approximately Unimpaired; unless otherwise provided by stipulation
$ 6,000,000 and order, each Environmental Claim that is not

disallowed by Final Order shall be Reinstated.

Class 9
Subordinated Debenture Claims

Class 10
Section 510(b) Hexcel Common Stock Trading Claims

Class 11
Hexcel Common Stock

$ 2,979,000 Impaired; the holder of the Hexcel Lyon Claim will
receive the Hexcel Lyon Note; each holder of an Other
Intercompany Claim will receive Cash in an amount
equal to such holder's Other Intercompany Claim on
demand at any time after December 31, 1998.

$28,170,000 Unimpaired; Reinstated.

$ 200,000 Unimpaired; each holder shall receive its ratable share
of $200,000 worth of shares of Reorganized Hexcel
Common Stock, valued at a price equal to the average
trading price of Reorganized Hexcel Common Stock for
the 20 trading days commencing 30 calendar days
following the Subscription Rights Expiration Date.

7,309,827 Impaired; each holder of Common Stock as of the close
shares of business on the Effective Date will receive, in
outstanding exchange for each share of Common Stock, one share of

Reorganized Hexcel Common Stock and 1.21273 Basic
Subscription Rights to purchase Reorganized Hexcel
Common Stock; each Basic Subscription Right will
entitle the holder to purchase one share of Reorganized
Hexcel Common Stock for $4.625 in Cash. In addition,
under the Rights Plan any holder who exercises all of
the Basic Subscription Rights he receives under the Plan
will have the right to exercise his Oversubscription
Rights and thereby subscribe for all or a portion of the
shares of Reorganized Hexcel Common Stock, if any,
which are in the Stockholder Pool, subject to Proration
in accordance with the terms of the Rights Plan.

473,747 Unimpaired; holders of issued and vested Hexcel
options Options will retain their Hexcel Options. Reorganized
outstanding Hexcel may amend the Plan to make any distributions to

the holders of Options in Cash in an amount equal to the
fair market value of the Options.

For a more detailed explanation of the time and manner of distributions under the Plan, see Section V.B.5, "The Plan of
Reorganization, Time and Method of Distributions Under the Plan."

Class 12
Hexcel Options
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3. Ownership of Reorganized Hexcel Common Stock; Dilution.

Hexcel presently has 7,309,827 shares of Common Stock outstanding. The following tables summarize the approximate
percentage ownership interest of Reorganized Hexcel Common Stock following the closing of the Rights Offering (without giving
effect to the dilution resulting from the exercise of outstanding options, options to be issued pursuant to the New Long Term
Incentive Plan, options to be issued to John J. Lee and the possible conversion of Subordinated Debentures after the Effective Date
and without giving effect to open market purchases of Hexcel Common Stock or Rights by anyone other than existing
stockholders). Figures are approximate; actual figures may vary due to rounding and other factors.

The first table summarizes the approximate percentage ownership of Reorganized Hexcel Common Stock assuming each
Hexcel stockholder exercises all of his Basic Subscription Rights.

Percentage
Common Stock Ownership

Existing Stockholders 16,174,692 88.522%
Section 510(b) Trading Claims. 43,243" 0.237%
Mutual Series 1,945,946 10.650%
John J. Lee 108,108 0.592%

18,271,989 100.00%

The following table summarizes the approximate percentage ownership interest of Reorganized Hexcel Common Stock
following the closing of the Rights Offering (without giving effect to the dilution resulting from the exercise of existing options,
options to be issued pursuant to the New Long Term Incentive Plan, options to be issued to John J. Lee and possible conversion of
the Subordinated Debentures after the Effective Date and without giving effect to open market purchases of Hexcel Common Stock
or Rights by anyone other than existing stockholders), assuming that no Hexcel stockholder exercises any of his Basic Subscription
Rights:

Percentage
Common Stock Ownership

Existing Stockholders 7,309,827 40.244%
Section 510(b) Trading Claims 43,2435 0.238%
Mutual Series 10,702,703 58.923%
John J. Lee 108,108 0.595%

18,163,881 100.00%

Each stockholder will experience dilution in his individual percentage ownership in Reorganized Hexcel in approximate
proportion to that shown here for all stockholders, depending on whether or not the stockholder elects to exercise his Basic
Subscription Rights.

4. Recommendation With Respect to The Plan.

THE DEBTOR, THE EQUITY COMMITTEE AND THE CREDITORS' COMMITTEE BELIEVE THAT THE
PLAN PROVIDES THE GREATEST AND EARLIEST POSSIBLE RECOVERIES TO HOLDERS OF CLAIMS AND
INTERESTS, AND THAT ACCEPTANCE OF THE PLAN IS IN THE BEST INTERESTS OF ALL HOLDERS OF
CLAIMS AND INTERESTS.

4 Pursuant to the Plan, each holder of Allowed Section 510(b) Trading Claims will receive such holder's ratable share of $200,000
worth of Reorganized Hexcel Common Stock valued at a price equal to the average of the daily average prices of Reorganized
Hexcel Common Stock for the 20 trading days commencing 30 calenday days following the Effective Date. For purposes of this
table and the table to follow, it is assumed that the computation of average trading value will yield a price of $4.625 per share.

5 Pursuant to the Plan, each holder of Allowed Section 510(b) Trading Claims will receive such holder's ratable share of $200,000
worth of Reorganized Hexcel Common Stock valued at a price equal to the average of the daily average prices of Reorganized
Hexcel Common Stock for the 20 trading days commencing 30 calenday days following the Effective Date. For purposes of this
table and the table to follow, it is assumed \hat the computation of average trading value will yield a price of $4.625 per share.
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III. SUMMARY OF BUSINESS, PROPERTIES AND OTHER INFORMATION
WITH RESPECT TO THE DEBTOR

A. Description and History of Business.

Hexcel, directly and through its non-debtor subsidiaries, is an international developer and manufacturer of honeycomb,
advanced composites, reinforcement fabrics and resins used in commercial aerospace, space and defense, general industrial and
other markets throughout the world. The Company6 is headquartered in Pleasanton, California and, directly and through its
subsidiaries, operates plants in the United States and Europe.

Founded in 1946, Hexcel Corporation was initially incorporated in California in 1948, and reincorporated in Delaware in
1983. The founders of the Company, Roger Steele and Roscoe Hughes, spent two years after World War II researching a form of
structural material which became known as "honeycomb". Aerospace applications were developed by sandwiching honeycomb
between a variety of materials to form lightweight but very strong panels. In 1948, the Company obtained its first contract from the
Industrial Planning Division at Wright-Patterson Air Force Base to research and develop methods, materials, and equipment to
produce fiberglass-plastic honeycomb. In 1949, the Company won and successfully completed its first manufacturing contract to
produce fiberglass honeycomb for the B-36 bomber.

By 1954, sales reached almost $2 million, and doubled the following year, with the Company's expanded product line,
| which included aluminum and stainless steel honeycomb. Even at this early stage of its history, the Company's sales had already
j become highly dependent upon unpredictable variations in military spending. Recognizing that the Company's greatest strength

was its reputation for technological leadership, management made significant investments in research and development, and by
1959 had begun submitting non-proprietary ideas to governmental and industrial agencies for funding. R&D not only supported the
Company's industry leadership, but also became a source of corporate revenue, a strategy which has continued into the 1990's.

From the 1960's through the mid-1980's, the Company grew largely through acquisitions, financed by both cash and
Hexcel shares. In 1968, Hexcel acquired the assets of Coast Manufacturing & Supply Co. ("Coast") based in Livermore,
California, an acquisition which included three of the present manufacturing plants (Livermore, California; Seguin, Texas; and
Lancaster, Ohio). Coast had been Hexcel's principal supplier of pre-impregnated glass cloth used to make fiberglass core. In 1969,
the Company acquired Rezolin, Inc., a manufacturer of resins with plants in St. Ouen L'Aumone, France and Chatsworth,
California. The Company then acquired a series of specialty chemical companies, starting in 1973 with Fine Organics Corporation
("Fine Organics") in Lodi, New Jersey, followed in 1977 with the Sumner Division of Miles Laboratories in Zeeland, Michigan
and in 1981 with Seal Sands Chemical Co. Ltd. in Teesside, England.

In 1980, the Company acquired a manufacturer of brazed and welded honeycomb, Metallurgical Consultants, Inc., located
in Montebello, California. Also in 1980, the Company purchased a 50% interest in the Lyon, France reinforcement fabrics division
of J.P. Stevens & Co., Stevens-Genin, S.A. (renamed Hexcel, S.A.); the remaining 50% was acquired in 1985. In 1984, the
Company acquired Dittmer & Dacy, Inc., a producer of carbon composite parts, in San Diego, California and in 1985 it purchased
the assets of APCO, a resin manufacturer located in El Segundo, California. In 1986, the Company bought the assets of Hi-Tech
Composites, Inc., including facilities in Gastonia, North Carolina and Reno, Nevada and in 1987, the Company acquired the
common stock of Knytex, Inc., located in Seguin, Texas, which added to the Company's reinforcement fabrics product line.

With the growth of military spending during the Reagan and Bush Administrations in the 1980's, the Company increased its
concentration in the aerospace business. Both military and commercial aerospace represented strong markets for the Company's
honeycomb and advanced composites product lines. By the late 1980's, the Company was investing heavily in related plant and
equipment, as well as in R&D infrastructure, to service what management perceived to be an expanding future for the commercial
and military aerospace business. This period was highlighted by a $25 million investment in a facility in Chandler, Arizona, tied
closely to a single, significant classified project for which Hexcel provided electromagnetically tailored ("EMT") materials
(hereinafter, the "Classified Project"). Management had projected revenues of approximately $500 million from the Classified
Project over the life of the contract from the expected production of 133 units within the Classified Project. However, with the
reduction of the Soviet military threat and the defeat of their weapons systems in the Persian Gulf War in 1991, political pressure
within the U.S. to end large military expenditures for new weapons systems was immediate. For example, it now appears that a
significantly smaller number of units within the Classified Project may be built, unless additional funding is approved by Congress.
Unfortunately, a nearly simultaneous negative trend developed in new aircraft demand for commercial aviation in the early 1990's
due to the financial problems of airlines worldwide.

The Company's ramp-up of worldwide production capability during the late 1980's to satisfy projected aerospace
opportunities left the Company with too much production capacity for the declining demand that resulted in the 1990's. Also

Unless otherwise specified herein, references to Hexcel refer to the Debtor, and references to the "Company" refer to the Debtor
and its wholly-owned subsidiaries, which are not debtors under Chapter 11.
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remaining was the dual legacy of a debt structure with which-the Company's 1980's expansion had been financed and an overhead
and R&D structure no longer directly or indirectly absorbed by defense contracts. Obviously unprofitable and non-synergistic
businesses were disbanded or divested. The Company sold, among other things, the brazed and welded honeycomb business in City
of Industry, California in 1991, the fine chemicals operation located in Zeeland, Michigan in 1992 and the remaining fine chemical
business located in Teesside, England in January 1994.

Early in 1993, the Company's prior management began to attempt to restructure its overall business, including streamlining
its organizational chart and facilitating the downsizing of the Company, taking cognizance of the fact that the Company had
become almost exclusively a structural materials manufacturer. The effectiveness of these efforts, however, was impeded by the
Company's financial difficulties culminating in the chapter 11 filing on December 6, 1993 (see Section III.Q., "Events Leading to
the Commencement of the Chapter 11 Case").

A second aspect of the restructuring of the Company's operations is the consolidation of its manufacturing plants. A
difficult process under most circumstances, in the Company's case, moving operations from one location to another requires the
recertification by customers of certain processes and equipment used to produce products for the aerospace industry. Thus, the
move of Hexcel's honeycomb products business from its 30-year old plant in Graham, Texas, which commenced in April 1993,
primarily to its facilities in Arizona (with smaller segments to be distributed to other plants in the United States and Europe), has
involved challenging transfers of process know-how. The effectiveness of the move was impaired by inadequate process
documentation, deficient management information systems, and insufficient incentives to motivate the movement of hourly
workers familiar with plant operations.

-• In order to complete its restructuring program and to maintain ongoing operations, the Company needed substantial
additional financing and a restructuring of its U.S. debt. Negotiations were ongoing with existing senior U.S. lenders throughout
most of 1993 to obtain this financing and restructure the Company's domestic obligations. Alternative financing sources were also
pursued including debt and equity arrangements. These efforts failed and, lacking any viable alternative, Hexcel filed a voluntary
petition for relief under the provisions of chapter 11 of the federal bankruptcy laws on December 6, 1993. For a detailed discussion
of the Company's growing liquidity and other problems in 1993 which led to the chapter 11 filing, see Section III.Q., "Events
Leading to the Filing of the Chapter 11 Case".

B. Industry Segment.

Hexcel operates within a single industry segment—structural materials. The Company sells these materials in the United
States and international markets. The net sales, income (loss) before income taxes, identifiable assets, capital expenditures, and
depreciation and amortization for each geographic area for the past three years are shown in Note 17 to the Consolidated Financial
Statements included in the Debtor's Form 10-K for the year ending December 31, 1993 (the "1993 10-K"), a copy of which is
annexed hereto as Exhibit C.

• •) >
C. Significant Product Lines.

1. Honeycomb.

Hexcel has been the world leader in developing and manufacturing honeycomb for over 45 years. Honeycomb is a unique,
lightweight, cellular structure composed generally of hexagonal cells nested together, similar in appearance to a cross-sectional
slice of a beehive. The hexagonal shape of the cells gives honeycomb a high strength-to-weight ratio when used in "sandwich"
form, and a uniform resistance to crushing under pressure. These characteristics are combined with the physical properties of the
material from which the honeycomb is made to meet various engineering requirements. '.-'

The Company produces honeycomb from a number of metallic and non-metallic materials. Most metallic honeycomb is
made of aluminum and is available in a selection of alloys, cell sizes and thicknesses. Non-metallic honeycomb materials include
fiberglass; graphite; thermoplastic; Nomex®, a non-flammable aramid fiber paper; Kevlar®, an aramid fiber; and several other
specialty materials. ; . ,

The Company sells honeycomb in standard blocks and sheets of honeycomb core, and adds value by contouring and
machining the core into complex shapes to meet customer specifications. In addition, honeycomb is fabricated into bonded panels
and final bonded assemblies. In bonded sandwich panel construction, sheets of aluminum, stainless steel, resin-impregnated
reinforcement fiber "skins" or other laminates are bonded with adhesives to each side of a honeycomb core. Bonded panels are
many times stronger and stiffer than solid or laminated structures of equivalent weight. Use of an autoclave allows the Company to
manufacture parts requiring the high temperature and pressure necessary to produce complex bonded assemblies. . >", ' .

The largest markets for the Company's honeycomb are the commercial and military aerospace markets. Advanced
processing is used in the production of aircraft components such as wing flaps, ailerons and helicopter rotor blades. Specific
applications include control surfaces (movable parts such as rudders, flaps, spoilers and speed brakes that control the direction or
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speed of an airplane); engine nacelles, cowlings, pylons and nozzles; fairings (flap track and wing-to-body); interiors (walls, floors,
partitions and luggage bins); landing gear doors and access doors; wings, wing tips, wing leading edge and trailing edge panels;
horizontal stabilizers; radomes; electromagnetic shielding and absorption; and satellite components.

Non-aerospace general industrial honeycomb applications include high-speed trains and mass transit vehicles (doors, walls,
ceilings, floors and external structures); energy absorption products; athletic shoe components; clean room facilities (walls and
ceilings); automotive components (air flow controllers in fuel injection systems, protective head and knee restraints); portable
military shelters and military support equipment; naval vessel compartments (bulkheads, water closets, doors, floor panels,
partitions and bunks); and business machine cabinets.

The Company operates seven honeycomb manufacturing and advanced processing facilities worldwide, including the
Graham, Texas facility, which is scheduled to be closed by early 1995.

2. Advanced Composites.

Advanced composites combine high performance reinforcement fibers with resins to form a composite material with
exceptional structural properties not found in the fibers or resins alone. The Company impregnates reinforcement fabrics and fibers
aligned into unidirectional tapes, with resins. These materials are then partially cured under heat to produce a "prepreg."

In addition to standard S-2® and E-type fiberglass, the Company produces advanced composite materials from a variety of
commercially available fibers. Graphite fiber exhibits high strength and stiffness relative to weight and is sold principally for
aerospace and recreational uses. Kevlar®is exceptionally resistant to impact and is used extensively in new generation aircraft and
in various armor and protection applications. Quartz and ceramic fibers are resistant to extremely high temperatures and are used in |;
various aerospace and general industrial applications. Electrically and thermally conductive Thorstrand® is used mainly by the
aerospace industry. Resin systems include epoxy, polyester, bismaleimide, phenolic, cyanates and polyimide. !i

!

Advanced composites are sold to several markets including transportation (commercial and private aircraft, mass transit, '
freight and passenger vehicles); space and defense (military aircraft, naval vessels, space vehicles, defense systems and military i|
support equipment); recreation (athletic shoes, fishing rods, bicycles, tennis rackets, baseball bats, golf clubs, surfboards, snow skis j
and racing cars); general industrial (utility surge arresters, antennae and insulative rods for electrical repairs); and medical
(orthotics and prosthetics).

Net sales of honeycomb and advanced composites, sold separately and together as bonded structures, were $217.7 million in
1993, $253.9 million in 1992, and $263.2 million in 1991. The decline in 1993 was due mainly to a significant drop in commercial
and military aerospace business.

3. Reinforcement Fabrics.
\

The Company produces woven fabrics without resin impregnation from the same fibers the Company uses to make |
advanced composites. These fibers include S-2 and E-type fiberglass, high strength carbon fibers, impact resistant Kevlar®, \
electrically conductive Thorstrand®, temperature resistant ceramic and quartz fibers, and a variety of other specialty fibers. jj

J!
The Company sells reinforcement fabrics for use in numerous applications. These include aerospace, marine (commercial ;i

and pleasure boats), printed circuit boards, metal and fume filtration systems, ballistics protection, decorative window coverings, ij
automotive, insulation, recreation, civil engineering (architectural wraps), and other general and industrial applications. |[

The Company entered into a strategic alliance with Owens-Corning Fiberglas Corporation ("Owens-Corning") in July
1993. The joint venture combined the weaving and stitchbonding technology of Hexcel Knytex with the worldwide reinforcement
glass fiber manufacturing, marketing and distribution capabilities of Owens-Corning. The Knytex joint venture is a global market
leader in the design and manufacture of stitchbonded, multi-layer reinforcement fabrics. The stitchbonded materials may be
multiple layers of fabrics or fibers with .varying orientations. For more information on Knytex, see Section III.K., "General
Information, Joint Ventures; Knytex."

Net sales of reinforcement fabrics were $93.0 million in 1993, $99.2 million in 1992 and $92.4 million in 1991. As a result
of the joint venture with Owens-Corning that started on July 1, 1993, the Company's 1993 sales only reflect Hexcel Knytex sales
for six months of $7.0 million.

4. Resins.

Resins include formulated epoxy and polyurethane products used in aerospace, electronics, automotive, medical devices and
other general industrial applications. Applications for resin products include machinable tooling boards, fastcast resins, laminating
resins for wet lay-up of boats, encapsulating materials for electronic circuits, adhesives and surface coatings. Net sales of resins
were $27.9 million in 1993, $33.2 million in 1992 and $31.0 million in 1991. As set forth in Section FV.J., "Events During the
Chapter 11 Case, Proposed Sale of Resins Business," the Company is implementing a plan for the possible sale of the resins
business.

958900112



D. Products and Processes, Research and Development.

The Company spent $8.7 million in 1993, $10.5 million in 1992 and $10.6 million in 1991 for research and development of
products and markets. This represented 2.6% of net sales in 1993, and 2.7% of sales in each of 1992 and 1991. These expenditures
were expensed as incurred. The Company's materials rely primarily upon technology derived from the field of polymer chemistry.

E. Raw Materials.

The Company purchases all raw materials used in production. Aluminum and several other key raw materials are available
from relatively few sources. If these, materials were no longer available, which the Company does not anticipate, such an
occurrence could have a material adverse effect on operations.

F. Markets and Customers.

The Company's materials are sold for a broad range of uses. The following table displays the percentage distribution of
consolidated net sales by market for continuing operations for the five years ended December 31, 1993:

1993 1992 1991 1990 1989

Commercial aerospace 39% 43% 44% 44% 41%
General industrial and other 45% 42% 39% 38% 35%
Space and defense 16% 15% 17% 18% 24%

100% 100% 100% 100% 100%

The Boeing Company ("Boeing") and Boeing subcontractors accounted for approximately 19% of 1993 sales. The loss of
this business, which the Company does not anticipate, could have a material adverse effect on sales and earnings. Sales to U.S.
government programs, including some of the sales to Boeing and Boeing subcontractors noted above, were 16% of sales in 1993.

The Company's commercial aerospace and space and defense sales are substantially dependent upon the level of activity
within each industry as well as acceptance by each industry of the Company's aerospace materials and services. Considerations of
aircraft performance have led to the increased use of honeycomb and advanced composite materials in aircraft manufacture,
particularly in newer models and development programs. However, the Company must continuously demonstrate the cost benefits
of its products for aerospace applications.

Commercial aerospace activity fluctuates in relation to two principal factors. First, the number of revenue passenger miles
flown by the airlines affects the size of the airline fleets and generally follows the level of overall economic activity. The second
factor, which is less sensitive to the general economy, is the replacement and retrofit rates for existing aircraft. These rates,
resulting mainly from obsolescence, are determined in part by Federal Aviation Administration regulations as well as public
concern regarding aircraft age, safety and noise. Also, these rates may be affected by the desire of airlines for higher payloads and
more fuel efficient aircraft, which in turn is influenced by the price of fuel.

Commercial aircraft build rates, based on the number of aircraft delivered, declined by more than 20% from 1992 to 1993.
Major aircraft builders have announced significant personnel reductions which began in 1993 and are expected to continue through
1994 into 1995. Based on current projections of aircraft build rates, the Company believes that the commercial aerospace market
will likely continue to decline at least through 1995.

The Company believes activity within the military aerospace industry fluctuates in relation to world tensions and the attitudes
of the current Administration and Congress toward defense spending. Since 1987, the aircraft procurement budget of the U.S. |
Department of Defense has declined by more than 40%. Political changes in Eastern Europe, the former Soviet Union, and the j
Middle East, combined with strong sentiment toward reduced defense spending indicate that military procurement will continue to
contract through 1994 and beyond. Accordingly, the Company's sales to space and defense markets, particularly military
aerospace, continue to decline. In 1993, space and defense sales decreased to $55.8 million from $59.4 million in 1992, and
$67.3 million in 1991. The Company believes the space and defense markets for its products will continue to shrink, and is
currently evaluating its future involvement in these markets.

The Classified Project, which began in the mid-1980's, has accounted for a significant portion of the Company's recent space
and defense sales. Program delays and scheduling changes began in 1989. Orders then dropped far below the level anticipated
when the program began. The outlook beyond 1995 is extremely uncertain. Originally, the Company expected to generate
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approximately $500 million in revenues over the life of the Classified Project. As a result of substantially lower orders, revenues
are now expected to total approximately $100 million, most of which has already been earned.

Classified Project reductions have resulted in substantial underutilized capacity at the Chandler, Arizona plant. For 1993, the
Company negotiated to bill the current unabsorbed fixed costs to the Northrop Grumman Corporation ("Northrop"), the Classified
Project's prime contractor, contingent upon government acceptance of this billing practice. In 1992 and 1991, the Company
deferred unabsorbed fixed costs of $2.0 million and $2.4 million, respectively. Hexcel filed a claim for equitable relief associated
with this program in connection with the underutilized capacity at the Chandler and other plants.

In late April 1994, Hexcel commenced holding serious discussions with Northrop regarding the terms of Hexcel's continuing
support for the Classified Project. These discussions culminated in an agreement in principle to sell its plant in Chandler, Arizona
and the EMT technology used in Classified Project (collectively the "EMT Business") to Northrop for approximately $30 million
plus the cost of inventory and certain contingent payments, subject to Bankruptcy Court approval. See Section IV.K., "Events
During the Chapter 11 Case, Proposed Sale of EMT Business."

The Company's contracts to supply materials for military and some commercial projects contain provisions for termination at
the convenience of the U.S. government or the buyer. Hexcel is subject to U.S. government cost accounting standards, which are
applicable to companies with more than $25 million (increased from $10 million in November 1993) of government contract or
subcontract awards each year.

The Company, as a defense subcontractor, is subject to U.S. government audits and reviews of negotiations, performance, cost
classifications, accounting and general practices relating to government contracts, and a number of government audits of Hexcel are
currently taking place. Any such audits may result in claims against the Company. With the exception of the cost accounting
standards matters discussed below, however, there are no currently outstanding government findings of non-compliance.

Hexcel has been cited by the government for non-compliance over a period of years with twelve of the cost accounting
standards. The Company has nearly completed correction of these non-compliances and is in the process of calculating and
discussing with the government the impact of these non-compliances and certain other accounting changes which it has made.
Management believes, based on available information and Hexcel's assertion of a right of offset among individual issues, that it is
unlikely these items in the aggregate will have a material adverse effect on the earnings or financial position of the Company.

Hexcel has a facility security clearance from the United States Department of Defense. A portion of the Company's sales and
other revenues in 1993 was derived from work requiring this clearance. Continuation of this clearance requires that Hexcel remain
free from foreign ownership, control or influence (FOCI). Management does not believe there is presently any substantial risk of
FOCI that will cause the facility security clearance to be revoked.

G. Marketing.

A staff of salaried market managers, product managers and salespeople market the Company's products directly to customers.
The Company also uses independent distributors and/or manufacturer representatives for certain products and markets, including
reinforcement fabrics and resins.

H. Backlog.

The backlog of orders for aerospace materials to be filled within 12 months was $61.6 million at December 31, 1993,
$100.5 million at December 31, 1992 and $118.8 million at December 31, 1991. A major portion of the backlog is cancelable
without penalty. Aerospace backlog continued to decline for a number of reasons, primarily the shrinking commercial and military
aerospace market. In addition, the aerospace industry is gradually moving toward "just-in-time" inventory delivery and shorter
lead time requirements to reduce investment in inventory and the effect of order cancellations.

Orders for aerospace materials generally lag behind the award of orders for new aircraft by a considerable period. Thus, the
level of new aircraft procurement normally will not have an impact on aerospace orders received by the Company for about one to
three years, depending on the nature of the product, manufacturer and delivery schedules.

Backlog for non-aerospace materials amounted to $29.1 million at December 31, 1993 compared with $16.8 million at
December 31, 1992 and $20.2 million at December 31, 1991. Most of the Company's backlog is expected to be filled within six
months. Markets for the Company's products outside aerospace are generally highly competitive, requiring stock to be on hand for
immediate sale or short lead times for delivery. The backlog for non-aerospace markets increased as the Company developed new
applications for existing products and the economy in the U.S. began to recover in the second half of 1993.
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I. International Operations.

In addition to exporting from the United States, the Company serves foreign markets through four European operating
subsidiaries located in Belgium (Hexcel S.A.), France (Hexcel S.A. and Hexcel France S.A.) and the United Kingdom (Hexcel
U.K. Limited). Each of these subsidiaries maintains manufacturing and marketing facilities. The Company also maintains sales
offices in Australia, Brazil, Germany, Italy, Japan and Spain. All Company materials, with the exception of classified U.S. military
materials, are marketed throughout the world.

The following table displays the domestic and international net sales, income (loss) before income taxes, identifiable assets,
capital expenditures and depreciation and amortization for continuing operations by geographic area as of December 31, 1993,
1992, and 1991 and for the years then ended. International net sales consist of the net sales of international subsidiaries, sold
primarily in Europe, and U.S. exports:

(amounts in thousands) 1225 1221 1221

Net sales:
United States $193,641 $216,171 $210,490
International 144,927 170,118 176,094

Consolidated $338,568 $386,289 $386,584

Income (loss) before income taxes:
United States $(61,818) $(10,743) $ ,2,725
International (18,437) (13,312) 1,872

Consolidated $(80,255) $(24,055) $ 4,597

Identifiable assets:
United States $169,621 $194,925 $199,569

International 98,740 115,925 143,737

Consolidated $268,36,1 $310,850 $343,306

Capital expenditures:
United States $ 4,694 $ 11,044 $ 9,966
International 1,848 6,049 4,762

Consolidated $ 6,542 $ 17,093 $ 14,728

Depreciation and amortization:
United States $ 10,118 $ 10,774 $ 10,530
International 5,722 4,960 4,891

Consolidated $ 15,840 $ 15,734 $ 15,421

J. Hexcel S.A.

The downturn in the worldwide aerospace business and difficult economic conditions in Europe have resulted in poor financial
performance by Hexcel S.A., Hexcel's wholly-owned Belgian subsidiary. This subsidiary has experienced a 40% sales decline and
significant operating losses over the past two years. Sales are not expected to improve in 1994, and interest costs and restructuring
actions continue to consume cash. Hexcel S.A. is also investigating alleged product claims which could require additional cash
outlays.

On March 16, 1994 the commitment of credit facilities to Hexcel S.A. by its existing bank lenders expired. The Company
concluded that in order to continue to restructure Hexcel S.A.'s operations to return the subsidiary to positive cash flow and to
induce its existing bank lenders to recommit the existing credit lines, it was necessary to recapitalize the subsidiary. On June 8,
1994 the Company obtained Bankruptcy Court authority to enter into certain transactions necessary to stabilize Hexcel S.A.'s |
finances and to induce Hexcel S.A.'s existing bank lenders to agree to a two year lending commitment. These transactions included |
the infusion of 200 million Belgian Francs (approximately $6 million) in cash. (See Section IV.I., "Events During the Chapter 11
Case, Approval of Transactions with Hexcel S.A."). Based upon these transactions, Hexcel S.A.'s existing bank lenders have
entered into an agreement to commit their existing credit lines, which total in excess of $18 million, for a period of two years. The
Company has injected 200 million Belgian Francs into Hexcel S.A. These actions have stabilized the finances of Hexcel S.A. and
will permit it to conclude its restructuring programs focused on restoring its operations to financial health.
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K. Joint Ventures.

The Company has entered into three joint ventures since 1990:

1. Knytex.

The Company entered into a joint venture with Owens-Corning in June 1993. The venture is a strategic alliance which
combines the stitchbonding capability of the Company with the reinforcement glass manufacturing, marketing and distribution
expertise of Owens-Corning to produce and market stitchbonded fabrics worldwide. The venture began operations in July 1993
after the Company sold 50% of the Knytex business to Owens-Corning and contributed the remaining 50% to the venture. The
Company received proceeds of $4.5 million and recorded a gain of approximately $1.5 million related to the sale. The Company
owns 50% of the Knytex venture, which had revenues during the six months ended December 31, 1993 of $6.8 million.

2. Hexcel-Fyfe.

The Company entered into a joint venture with Fyfe Associates in October, 1992. Hexcel-Fyfe will sell and apply high
strength architectural wrap primarily for the seismic retrofitting and strengthening of bridges and other structures. The major
January 17, 1994 earthquake in Los Angeles demonstrated the capability of the product, as certain test sites near the epicenter
survived with no damage. The Company owns 40% of the venture, and Fyfe Associates owns the remainder. Revenues of the
venture were not significant in 1993 or 1992. On June 22, 1994, the Bankruptcy Court granted Hexcel's motion to assume the
Hexcel-Fyfe joint venture agreement.

3. DIC-Hexcel Ltd.

In 1990, the Company entered into a joint venture with Dainippon Ink and Chemicals ("DIG") for the production and sale of
Nomex honeycomb, advanced composites and decorative laminates for the Japanese market. Construction of a manufacturing
facility in Komatsu, Japan began in 1992. The manufacture and sale of the decorative laminates product line has commenced, and
pre-qualification manufacturing trials of honeycomb and composites are being made. The Company owns 50% of this venture.

The significant reduction in demand for commercial aircraft has reduced the size of the Japanese market for honeycomb and
composites from that envisioned when this joint venture was formed. There have also been changes in the competitive
environment. These changes have raised serious questions as to the economic potential of the joint venture with DIC. The venture
currently has a negative cash flow which is expected to continue for several years until the venture achieves a level of sales that
will provide a break-even cash flow. The Company is engaged in discussions with DIC as to the future of the venture in light of
these market changes and continuing cash needs, and is considering whether to take steps to significantly reduce or totally
eliminate its participation in the joint venture.

The Company's joint venture with DIC required that the venture incur significant debt to fund the construction of its Komatsu,
Japan plant. Under the joint venture agreement, DIC agreed to guarantee all bank debt incurred by the venture, and Hexcel
provided an undertaking that in the event the venture went into liquidation, it would reimburse DIC for 50% of any bank loans
satisfied by DIC under its guarantees, net of any proceeds from the sale in liquidation of the venture's assets. The venture will need
either to borrow further substantial sums or obtain cash equity infusions from its investors to continue to fund its operations in the
coming years.

DIC has filed an unliquidated, contingent claim with respect to Hexcel's undertaking. The bank debt of the venture is currently
Yen 1,939 million (approximately $19.5 million). Hexcel's contingent liability to DIC is approximately one half of the excess of
$19.5 mil l ion bank debt over any net proceeds from the sale of the venture's assets, if any remain after payment of claims of greater
priority. Because the Company is in discussions with DIC as to the future of the venture that might leaci to elimination of its
participation in the venture, DIC's claim of up to $9.75 million may be liquidated in whole or in part before the end of 1994.
Accordingly, the estimated contingent liability to DIC has been provided for in Hexcel's Projected Financial Information
(Exhibit E).

L. Discontinued Operations.

In November 1990, the Company announced plans to sell the fine chemicals business. On March 31, 1992, the Company sold
the U.S. fine chemicals business located in Zeeland, Michigan. On January 31, 1994, the Company sold the European fine
chemicals business located in Teesside, England, thus completing the divestiture of discontinued operations.

M. Competition.

In the production and sale of its materials, the Company competes with numerous U.S. and international companies on a
worldwide basis, many of which are considerably larger than the Company in size and financial resources. For example, the
Company competes with one major international manufacturer of honeycomb, advanced composites, reinforcement fabrics and
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resins, as well as several other major companies on specific products. The Company also competes with many smaller U.S. and
international manufacturers.

The broad markets for Company products are highly competitive. The Company has focused on both specific markets and
specialty products within markets to gain market share. The Company's materials compete with substitute structural materials
including building materials such as structural foam, metal, wood and other engineered material. Depending upon the material and
markets, relevant competitive factors include price, delivery, service, quality and product performance.

Although the markets for the Company's honeycomb materials are highly competitive, management knows of no other
manufacturer that has produced and sold as much non-paper honeycomb as the Company during the last five years. While industry
statistics are not available, management believes on the basis of market research that the Company currently produces and sells the
largest share of metallic and non-metallic honeycomb used in the world. The Company continues to maintain this competitive edge
through the development of new honeycomb materials for the markets it serves.

N. Patents and Know-How.

Management believes the ability to develop and manufacture materials is dependent upon the know-how and special skills
within the Company. In addition, the Company has obtained and presently owns a number of patents, patent applications, and
ps.tent and technology licenses. It is Company policy to enforce the proprietary rights of the Company. To that end, the Company
has several patent infringement lawsuits pending. Management believes the patents and know-how rights currently owned are
adequate for the conduct of business. In the opinion of management, however, no individual patent or license is of material
importance.

O. Employees.

At May 3-1, 1994, the Company employed 2,290 full-time employees, compared with 3,050 at December 31, 1992. Of these
employees, 1,799 were in manufacturing and the remainder were administrative, sales, engineering, marketing, research and
clerical personnel. Seventy-seven employees at one domestic plant have union affiliations. Management believes that labor
relations in the Company are generally satisfactory.

P. Properties.

The Company owns and leases manufacturing plants and sales offices located throughout the United States and in several
other countries as noted below. The corporate offices and principal corporate support activities for the Company are located in
leased facilities in Pleasanton, California. The central research and development laboratories for the Company are located in
Dublin, California.

The following table lists the manufacturing plants by geographic location, approximate square footage and principal products.
All properties listed under the heading "United States" are owned or leased by Hexcel, and all properties listed under
"International" arc owned or leased by Hexcel's non-debtor subsidiaries.

MANUFACTURING PLANTS

Plant Location

United States:
Casa Grande, Arizona

Chandler, Arizona7

Chatsworth, California8 .
Livermore, Cal i fornia . . .
Lancaster, Ohio
Pottsville, Pennsylvania.
Graham, Texas ..:
Seguin, Texas
Burlington, Washington.

Approximate
Square
Footage

210,000

158,000

42,000
150,000

42,000
100,000

250,000

170,000

50,000

16

Principal Products

Non-metallic honeycomb, advanced honeycomb
processing, advanced composites

Non-metallic honeycomb, advanced honeycomb
processing, advanced composites

Resins, tooling systems
Advanced composites
Advanced composites
Advanced honeycomb processing
Metallic honeycomb
Woven reinforcement fabrics
Advanced honeycomb processing
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Approximate
Square

Plant Location Footage Principal Products

International:
Welkenraedt, Belgium 205,000 Metallic and non-metallic honeycomb, advanced

composites

Swindon, England 20,000 Non-metallic honeycomb processing
Les Avenieres, France 373,000 Woven reinforcement fabrics, advanced composites

St. Ouen 1'Aumone, France7 100,000 Resins, tooling systems

Hexcel leases the land on which the Burlington, Washington plant is located and a portion of the Casa Grande, Arizona plant.
International subsidiaries lease the 20,000 square foot Swindon, England plant and 18,000 square feet of the Les Avenieres, France
plant.

In April 1993, Hexcel announced the closing of the Graham, Texas facility and the consolidation of the Graham operations
into other plants. Even after the Graham closure, management believes the Company has more facilities and production capacity
than required by either current or projected sales levels.

The Company sold the business located in the City of Industry in 1991, and as such, the above table excludes the related and
now vacant 125,600 square foot production building, the sale of which was consummated on November 1, 1994.

Certain of the properties secure loans made to the Company. See Section V.A.3., "The Plan of Reorganization, Classification
and Treatment of Claims and Equity Interests, Class 2, Secured Claims." In addition, substantially all U.S. equipment and fixtures,
along with other personal property, secure the debtor in possession financing. See Section IV.F., "Events During the Chapter 11
Case, DIP Credit Facility."

Q. Events Leading to the Commencement of the Chapter 11 Case.

In December 1992, the Company initiated a restructuring program designed to improve facility utilization and determine the
proper workforce requirements to support future business levels. The restructuring was necessary due to anticipated protracted
weakness in the aerospace industry and the need to make aggressive cost reductions to operate profitably at lower sales levels.
Restructuring actions were implemented during 1993 and included commencement of the closure of the Graham, Texas plant,
personnel reductions at all remaining manufacturing facilities, and a worldwide reorganization of sales, marketing and
administration.

The weakness of business conditions and the restructuring requirements created financial strains on the Company which, in
turn, precipitated severe liquidity problems that ultimately led to the chapter 11 filing. In the fourth quarter of 1992, a $23.5 million
restructuring charge was taken and the Company experienced a $5.2 million operating loss (before interest and taxes) which put the
Company out of compliance with certain financial covenants under its U.S. financing agreements. In order to obtain the waivers of
default from revolving credit banks, and in order to obtain their consent for a proposed acquisition of certain assets and stock from
BASF in the U.S. and Europe, in March 1993, the Company entered into an amended revolving credit agreement. This amended
agreement reduced the credit commitment from $35 million to $12 million; shortened the maturity by two years to March 15, 1994;
required the Company to provide by July 31, 1993 collateral consisting of substantially all of its U.S. assets; and revised certain
financial covenants. Consistent with prior agreements, this agreement continued to provide for a prohibition on the pledging of the
Company's domestic assets, such that the consent of the existing lenders would have been necessary to secure new financing. The
Company eventually was unable to complete the BASF acquisition.

The reduction in credit availability and the depletion of cash by the operating losses in the first two quarters of 1993 resulted
in insufficient cash to adequately fund the previously announced restructuring program, despite infusion of $5.5 million of one-time
cash benefits from a foreign subsidiary loan and from the sale of one of the Company's fabric plants to a new joint venture.
Furthermore, the operating losses and the inability to complete the planned acquisition in the first half of 1993 caused the Company
to be in default under the revised bank covenants.

As of June 30, 1993, the Company received waivers of a default through July 31, 1993 under one of the revised financial
covenants. As of July 31, 1993, the U.S. banks extended the waiver of this default and also waived Hexcel's noncompliance with
the covenant to grant collateral, both through September 15, 1993. Before considering any further amendments to the existing
credit agreement, the senior lenders required the Company to submit to them a detailed business plan.

7 This plant will be sold in connection with the proposed sale of the Company's EMT Business to Northrop. See Section IV.K.,
"Events During the Chapter 11 Case, Proposed Sale of EMT Business."

8 These plants might be sold in connection with a sale of the Company's resins business. See Section IV.J., "Events During the
Chapter 11 Case, Proposed Sale of Resins Business."
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To implement the critical changes required for Hexcel's future viability, the Board of Directors in June 1993 engaged Chanin
and Company ("Chanin") to assist Hexcel with the deteriorating relationship with Hexcel's senior lenders and to aid Hexcel with
its financial restructuring. Thereafter, on July 30, 1993 the Board terminated the employment of the CEO, Robert L. Witt, and
elected Director John J. Lee as Chairman of the Board and Director John L. Doyle as Vice Chairman. Messrs. Lee and Doyle also
were named co-CEOs of the newly formed Office of the Chief Executive, which included Donald J. O'Mara, President and Chief
Operating Officer.

Mr. Lee had just recently joined the Board in May 1993 as an independent director and Mr. Doyle was the longest standing
member of the Board. Mr. Doyle's role was to oversee operations, while Mr. Lee's was to restructure the Company's finances.
Under Messrs. Doyle and O'Mara, the organizational restructuring and plant consolidation continued, to the extent possible, while
Mr. Lee began an accelerated effort to solve the Company's serious liquidity problems.

During August 1993, a new corporate management team was assembled and began addressing a number of the legal and
financial issues besieging the Company. Commitments were obtained from European banks to maintain critical lines of credit
through March 16, 1994 relating to the Company's Belgian subsidiary, Hexcel S.A. An agreement was reached for the sale of the
Company's fine chemical business in the United Kingdom which had been on the market for more than three years and which was
then incurring major losses and requiring substantial amounts of cash. Hexcel began immediate corrective action for alleged
noncompliance with various cost accounting standards relating to its military contracting business. In addition, a significant
equipment lease commitment was eliminated, without further cost or penalty, that had contained financial covenants with which
Hexcel could not comply and which was creating a destabilizing impact on its financial structure.

However, it became apparent that prior management's financial strategies devised in early 1993 to deal with the liquidity
issues facing day-to-day operations were unrealistic. No new credit facility had been found to replace the one obtained in March
1993, which proved to be inadequate; the proposed sale of certain assets proved not to be achievable in the available time frame;
and attempts to raise cash through sale/leaseback transactions had proved unsuccessful.

By the end of August, overdue trade payables had reached precarious levels and the Company had few options to improve its
cash position. From August forward, the Company was in a constant struggle to accelerate cash collections and to negotiate
progress payments from customers to raise sufficient cash to maintain operations for an adequate time to develop a workable
financial solution. For example, settlement of a contract termination claim and the collection of substantial progress payments from
a major customer in September helped prevent the Company from running out of cash during this period.

Confronted by these realities, the new management team set out to persuade the senior lenders to expand their credit facilities.
Since the Company had already previously agreed to provide senior lenders with a pledge of substantially all U.S. assets, and since
the existing credit agreements contained a prohibition on the pledge of assets to secure any other financing, the Company's options
were severely limited. Any new debt financing would have required senior lender waivers which could not be obtained absent a
comprehensive debt restructuring.

In compliance with senior lender demands, Hexcel prepared a new business plan and submitted it to the senior lenders by the
end of August 1993. Thereafter, the Company agreed to pay the cost of an independent auditing firm, Price Waterhouse & Co.,
hired by the senior lenders to conduct due diligence on the Company's business plan and prospects. This firm spent more than a
month evaluating the Company, and management kept the senior lenders fully apprised of Hexcel's severe liquidity problems
throughout the negotiations. These efforts did not persuade the lenders to enter into a debt restructuring.

By late September, no agreement had been reached with the senior lenders. Moreover, Hexcel fell into noncompliance with
various financial covenants. Management's strategic plan reflected the continuing decline in the aerospace business and the need
for additional restructuring actions. In September 1993, the Company announced an additional $50 million restructuring charge.

Using the strategic plan as a general basis, the Company sought new capital from a wide variety of sources during October and
November. Such new capital was needed to supplement the ongoing efforts to obtain an increased credit facility from the senior
lenders. Despite the Company's precarious financial condition and the limited time frame, the new management team was
successful in attracting an equity investor, Mutual Series. The transaction being considered in November 1993 provided for
$40.0 million of new equity from Mutual Series, incorporated a rights offering to existing stockholders (at an exercise price equal
to Mutual Series' per share purchase price) and was subject to agreement to a debt restructuring by all of Hexcel's senior lenders.
Such restructuring contemplated that senior lenders would accept less than full payment of their debts in cash. ..,,.

During the final weeks prior to the filing, lenders representing most of the senior debt agreed to the proposed transaction while
one member of the revolver bank group, which held a small portion of the senior debt, did not agree. Efforts to reach a compromise
solution proved fruitless. Although the dissenting bank expressed a willingness to be bought out of its position on different terms
than those offered to other senior lenders, and the Company had arranged financing to do this, certain of the other senior lenders
would not accede to the compromise. !
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While these negotiations were ongoing, management made significant efforts to control cash in order to maintain operations.
Thus, Hexcel initiated aggressive receivable collections, including one time cash discounts, and delayed payments to vendors.
However, suppliers became very anxious about the extended payments and no word of new financing from either the senior lenders
or other sources. As a result, a number of key suppliers refused to ship unless Hexcel paid cash with the order or reduced
outstanding balances.

By November 22, 1993, Hexcel's cash flow was such that it had stopped paying vendors by regular checks with critical
vendors being paid by wire. Only by foregoing payment of payables and through aggressive receivable collection efforts by
offering one time cash discounts was the Company able to survive for the remaining weeks. During this period, and up to and
including the date of the chapter 11 filing, intense negotiations continued with the senior lenders in an attempt to find a solution
that would make possible the equity investment. The Company provided explicit advance notice to the senior lenders of the need to
file Chapter 11 by December 6, 1993 if no agreement was reached. Unfortunately, the senior lenders failed to agree.

Operating at critically low levels of cash, without any remaining credit availability and having already extended payments to
trade vendors, the Debtor's severe liquidity problems endangered its ability to continue as a going concern. The extensive
negotiations with existing senior U.S. lenders for an expanded credit facility did not yield consensus on terms for a debt
restructuring with the senior lenders, which was a condition to the proposed $40 million equity investment the new management
had succeeded in attracting. Without sufficient financial resources to fund the cash needed to meet ongoing operating requirements
and to continue the operational restructuring necessary to restore the Company to financial health and positive cash flow, Hexcel
was left with no reasonable alternative but to file a voluntary petition for relief under the provisions of chapter 11 of the federal
bankruptcy laws on December 6, 1993. The Company's joint ventures and international subsidiaries are not included in the
bankruptcy proceedings and, as such, are not subject to the provisions of the federal bankruptcy laws or the supervision of the
Bankruptcy Court.

IV. SIGNIFICANT EVENTS DURING THE CHAPTER 11 CASE

Since the Debtor commenced its Chapter 11 Case, it has continued to operate its business and manage its properties as a
debtor in possession pursuant to Sections 1107 and 1108 of the Bankruptcy Code. The following is a brief description of some of
the major events during the Chapter 11 Case.

A. Continuation of Business; Stay of Litigation.

Following the commencement of the Chapter 11 Case, the Debtor continued to operate its businesses as a debtor in possession
under the protection of the Bankruptcy Court. The Bankruptcy Court has certain supervisory powers over the Debtor's operations
during the Chapter 11 Case, which are generally limited to reviewing and ruling on any objections raised to the Debtor's operations
or proposed outside of the ordinary course transactions. The Debtor must notify parties in interest and obtain Bankruptcy Court
approval of any transactions that are outside the ordinary course of business, such as any sale of a major asset of the Debtor. In
addition, the Debtor must obtain Bankruptcy Court approval of certain other transactions, such as the borrowing of money on a
secured basis or the employment of attorneys, accountants and other professionals.

An immediate effect of the filing of the Chapter 11 Case was the imposition of the automatic stay under the Bankruptcy Code
which, with limited exceptions, enjoins the commencement or continuation of all pre-petition litigation against, and efforts to
collect funds from, the Debtor. This injunction remains in effect unless modified or lifted by order of the Bankruptcy Court.

Bankruptcy proceedings are limited solely to Hexcel, which directly owns and operates substantially all of the Company's
U.S. assets and operations. The Company's joint ventures and European subsidiaries are not included in the bankruptcy
proceedings and, as such, are not subject to the provisions of the federal bankruptcy laws or the supervision of the Bankruptcy
Court. However, the Debtor is generally unable to provide direct financial support outside of the normal course of business to joint
ventures and subsidiaries without Bankruptcy Court approval.

Hexcel Corporation has obtained a debtor-in-possession revolving line of credit of up to $35.0 mill ion to finance operations
and restructuring activities during bankruptcy reorganization. This credit facility is expected to provide Hexcel with adequate
financing while it remains under bankruptcy protection.

B. Appointment of the Creditors' Committee.

On December 10, 1993, the United States Trustee appointed a committee of unsecured creditors (the "Creditors'
Committee") to represent unsecured creditors of the Debtor.

The Creditors' Committee currently consists of nine members and includes representatives of each of the principal
constituencies of unsecured creditors of Hexcel. The current members of the Creditors' Committee are set forth below:
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CREDITORS' COMMITTEE

First Trust of California
101 California Street
Suite 1150
San Francisco, CA 94111

E.I. Du Pont de Nemours and Company
c/o The DuPont Company
P.O. Box 80705
Wilmington, DE 19805

Wells Fargo Bank
343 Sansorhe Street
San Francisco, CA 94104

,<
Principal Mutual Life Insurance Company •
711 High Street "i
Des Moines, IA 50392

Coastal Aluminum Rolling Mills, Inc.
2475 Trenton Avenue
Williamsport, PA 17701

Banque Nationale de Paris
180 Montgomery Street
San Francisco, CA 94104

Amoco Chemical Company : :--
200 East Randolph Drive
P.O. Box 87759
Chicago, IL 60680-0759

Monsanto Company
800 N. Lindberg Boulevard
St. Louis, MO 63167 '

Bank of America, N.T. & S.A.
333 South Hope Street, Suite 4346 : ,
Los Angeles, C A 90071 :

C. Appointment of Equity Security Holders'Committee.

The Bankruptcy Code provides the U.S. Trustee with discretion to appoint a committee of equity security holders to represent
the interests of all stockholders. On December 21, 1993, the United States Trustee appointed a committee of equity security holders..
(the "Equity Committee") to represent equity security holders of the Debtor. .. ^ ,:j

The Equity Committee originally consisted of six9 members and one ex officio member. The current members of the Equity
Committee are set forth below: r'i

EQUITY COMMITTEE ;

Joseph L. Harrosh ' •"•''•'&•
40900 Grimmer Boulevard :'
Fremont, CA 94538 • • - • - . . - - • .«: .

9 Pursuant to a settlement of the Equity Committee's motion to compel the Debtor to hold an annual shareholder meeting,,
discussed in Section IV.P., "Events During the Chapter 11 Case, Motion to Compel A Stockholders Meeting," Fred Stanske of.
Fisher Investments, Inc., formerly a member of the Equity Committee, was named as a board member of Hexcel and he resigned.,
from the Equity Committee effective August 18, 1994. • • . . . ; . ; - • ; . j ^n
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William S. Smith
1700 Lincoln Street, Suite 1930
Denver, CO 80203

Elizabeth L. Hughes
98 Diablo View
Orinda, CA 94563

Robert L. Witt
6784 Fox Run
Orinda, CA 94563

Roger C. Steele
1253 Upper Happy Valley Road
Lafayette, CA 94549

State of Wisconsin Investment Board
(ex officio)

121 East Wilson Street
P.O. Box 7842
Madison, Wisconsin 53707

D. Representation of Debtor and Committees.

At the time of the commencement of the Chapter 11 case, the law firm of Goldberg, Stinnett, Meyers & Davis, a Professional
Corporation, was Hexcel's sole general bankruptcy counsel, located at 44 Montgomery Street, San Francisco, California 94104.
In March 1994, the Debtor applied for and was granted approval to retain the law firm of Kronish, Lieb, Weiner & Hellman as co-
counsel. Kronish, Lieb, Weiner & Hellman is located at 1114 Avenue of the Americas, New York, New York 10036.

The Bankruptcy Court authorized the Creditors' Committee to retain the law firm of Pillsbury Madison & Sutro, 235
Montgomery Street, San Francisco, California 94104 to act as its counsel in the Chapter 11 case and to retain the firm of Ernst &
Young as the Creditors' Committee's financial advisor. Thereafter, in May, 1994, the Creditors' Committee sought approval to
retain Bear, Stearns & Company as financial consultants, in addition to Ernst & Young. The Debtor, the Equity Committee and the
U.S. Trustee raised objections to the application and ultimately Bear, Stearns was not retained. Subsequently, by order dated July 8,
1994, the Creditors' Committee was authorized to retain Alex, Brown & Sons, Incorporated to provide additional financial advice
to the Creditors' Committee.

On June 9, 1994, the Creditors' Committee filed an ex parte application to employ the law firm of Stutman, Treister & Glatt,
Professional Corporation to act as special counsel on those matters in which Pillsbury Madison & Sutro might have a conflict of
interest. Specifically, the Creditors' Committee determined that Pillsbury's representation of individual Committee members on
unrelated matters might make it inappropriate for Pillsbury to address (i) whether Hexcel's subordinated bond indebtedness is
subordinated to the claims of trade creditors' (DuPont and Monsanto) and (ii) the legality and allowability of the "make-whole"
premium asserted by Principal Mutual. No objections were raised to the application and the Bankruptcy Court authorized the
retention.

Initially, the Equity Committee sought and received court approval to retain the law firm of Latham & Watkins as its counsel.
Subsequently, Latham & Watkins resigned and was replaced by the law firm of Marcus Montgomery Wolfson P.C., 53 Wall Street,
New York, New York 10005. By order dated April 21, 1994, Rothschild Inc. has been retained as the Equity Committee's financial
advisor, effective as of February 28, 1994.

E. The Debtor's Other Advisors.

At the beginning of the case, a significant amount of litigation was undertaken by both Committees in opposition to the
Debtor's applications to retain various accounting firms, financial advisors and consultants. Ultimately, the Court approved the
retention of the following entities to serve as consultants to the Debtor: Arthur Andersen, L.L.P./Andersen Consulting
("Andersen") as accounting, business and financial consultants; Deloitte & Touche as accountants; UniRock Management
Corporation ("UniRock") as strategic planning consultant; and Chanin as financial advisor. The Debtor terminated the
employment of Chanin in March 1994, whose duties were assumed by Andersen.
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In addition to the professionals listed above, the Debtor sought and obtained approval to retain the following professionals
the purposes set forth below:

Firm

Warner, Norcross & Judd

McKenna & Cuneo
Wendel, Rosen, Black, Dean & Levitan
Porzio, Bromberg & Newman

Howrey & Simon
Rogers, Joseph, O'Donnell & Quinn

Kimball & Curry

Morrison & Foerster
Kronick, Moskovitz, Tiedemann & Girard

Ladas & Parry
Poms, Smith, Lande & Rose
Townsend and Townsend, Khourie and Crew

Strehl Shubel-Hopf Groenig & Partner

Sherman & Shalloway
Sweeney, Mason & Wilson

Munger & Munger
McFarlin & Anderson

Hydro Geo Chem
Penta Pacific Properties

James Brown CPA
Ronald Givens & Associates

Hellon & Associates
Davco Associates
Ashland Service Company

Novogradac, Fortenbach & Co.

Geo Engineering
Environ

Clean Sites, Inc.

Purpose

Special Counsel

Special Counsel
Special Counsel
Special Counsel

Special Counsel
Special Counsel
Special Counsel

Special Counsel
Special Counsel

Special Counsel

Special Counsel
Special Counsel

Special Counsel

Special Counsel
Special Counsel

Special Counsel
Special Counsel

Technical Consultant

Real Estate Agent
Government Consultant
Management Consultant

Accountants (for tax appeals)
Engineering Services

Tax Consultants

Tax Advisors

Environmental Consultant
Technical Consultant

Environmental Consultant

.a;

F.

- • .-";-,;̂ >JT|

. - . . ' • .;J£"J3JJIH

DIP Credit Facility. • •••• ^siRhia^

Upon the commencement of the Chapter 11 Case, the restoration of trade credit and support was of great importance'tol
Hexcel. To restore vendor support, immediately upon the commencement of the Chapter 11 Case, the Debtor obtained a'pcist^l
petition working capital facility (the "DIP Credit Facility") from The CIT Group/Business Credit, Inc. ("CIT"). Pursuant to'the1*
DIP Credit Facility, CIT agreed to make loans to, and to guarantee the issuance of letters of credit for, Hexcel through the earlier of-
December 5, 1995, and the date that a plan of reorganization becomes effective, in an aggregate amount not tp.:;excee4
$35.0 million.: The DIP Credit Facility provides that the obligations of the Debtor to CIT constitute administrative expensjjj
obligations with priority over any and all administrative expenses of the kinds specified in Sections 503(b) and 507(b) .of;th(
Bankruptcy Code (with limited exceptions), secured by a superpriority lien on substantially all of Hexcel's unencumbered personal;
property. i-, , . v-;'\: '•; V.Tjli

On December 8, 1993, the Bankruptcy Court approved the DIP Credit Facility on an interim basis and on January 28,4994;,;
the Bankruptcy Court approved it on a final basis. As a result of, among other things, the Debtor obtaining the DIP Credit Facili'
vendor confidence in Hexcel was slowly restored. Vendors began to sell and ship material and supplies to Hexcel. Credit terms and,
limits, however, remain significantly below those in effect prior to the Commencement Date. L;s

As of September 30, 1994, the Debtor's outstanding borrowings under the DIP Facility were approximately $12,785,000?

G. Employee Retention Plans.

To maintain the continued support, cooperation and morale of Hexcel's employees, Hexcel obtained authority to payj
employees for prepetition wages, salaries and certain other compensation and benefits. In addition, to ensure the retentiori,.OM
exempt employees, Hexcel obtained Bankruptcy Court approval of an employee retention plan which provides eligible employees!
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with bonus compensation for remaining with the Company through December 31, 1994, provided that the Debtor shall have the
right to move at a future time for a continuation of the retention plan beyond December 31, 1994. In addition, to incentivize
employees in the facilities where Hexcel conducts its Resins Business and EMT Business to stay with the Company during the sale
process and/or to transfer to other Hexcel facilities, Hexcel sought and obtained Bankruptcy Court approval for special stay-on
incentives for those employees.

H. Development and Implementation of Revised Strategic Plan.

1. Background.

At the time the Chapter 11 Case was filed, Hexcel's management was attempting not only to solve the Company's liquidity
crisis, but also to turn around the precipitous two-year decline in profitability which was the cause of the liquidity crisis. The
protection provided by chapter 11 allowed management the opportunity both to reassess the Company's 1993 crisis planning and to
develop a basis for Hexcel to emerge from bankruptcy on a solid financial footing with a well-conceived strategy for the future.
Management recognized the need to obtain outside help in the reassessment, as well as in formulating, developing and
implementing a long-range business plan and, ultimately, a plan of reorganization. Because Hexcel had essentially been operating
without a strategic planning department, management hired a consulting firm, UniRock, to step in immediately to fill that role. In
addition, Andersen, and to a lesser extent the consulting division of the Company's outside auditor, Deloitte & Touche, were hired
to perform a number of important tasks for which the Company lacked adequate experienced staff, which need was accentuated by
the critical timing involved. With this team assembled by the beginning of 1994, over the ensuing months of the chapter 11 period
die Company developed a revised strategic plan and has begun to implement it. Management believes that the two-year decline in
profitability has been arrested and a turnaround is underway, but the full implementation of the restructuring plan lies ahead. What
follows are the details of what has been undertaken and the various elements of the plan that has been developed.

2. Establishing a Core Business.

The first step of the strategic planning process has involved a review of Hexcel's four major product groups, with the objective
of identifying at least a partially integrated core business to sustain Hexcel after it emerges from chapter 11. It was concluded that
three of Hexcel's four major product lines—honeycomb, advanced composites and reinforcement fabrics—constitute such a core
business, but that there is little interrelationship between those three operations and the fourth, Hexcel's resins business. As a result
of these conclusions, Hexcel intensified its efforts to find buyers for its resins business, a process which it had begun without
success in early 1993. Several interested potential purchasers have been identified, and Hexcel is now attempting to negotiate a sale
of the resins business. An agreement for the sale of such business will be subject to the approval of Hexcel's Board of Directors
and an overbid procedure which was approved by the Bankruptcy Court on June 22, 1994. See Section IV.J., "Events During the
Chapter 11 Case, Proposed Sale of Resins Business."

3. Decision to Support Hexcel S.A.

After thoroughly analyzing the strategic implications of Hexcel's troubled Belgian operations, management concluded that
abandonment of these operations would likely have a material long-term negative impact on Hexcel's worldwide position in the
aerospace business and an immediate adverse effect on Hexcel's U.S., as well as European, operations. Accordingly, management
decided to pursue the recapitalization of Hexcel S.A. pursuant to a Court order dated June 9, 1994, and a reorganization of its
business. Hexcel S.A. subsequently negotiated an extension of its existing credit facilities through June 30, 1996. The
recapitalization included an infusion of capital into Hexcel S.A. by the Company. See Section IV.I., "Events During the Chapter 11
Case, Approval of Transactions with Hexcel S.A."

4. EMT Business.

Hexcel supplies honeycomb with EMT characteristics primarily to Northrop for use in defense projects. To support the
Classified Project, Hexcel built its Chandler, Arizona plant. As part of management's efforts during the Chapter 11 Case to put the
Company on a sound operating basis, Hexcel concluded that the EMT Business must stand on its own business and financial
merits. Therefore, since late April 1994, Hexcel has been holding serious discussions with Northrop regarding the terms of
Hexcel's continuing support for the Classified Project. Two alternatives were being evaluated to satisfy Hexcel's and Northrop's
mutual interests. The first was for the Chandler plant to become a dedicated facility for the Classified Project at least through 1995,
but in a position in which it can operate on a satisfactorily profitable basis. The potential sales for Hexcel's EMT material to the
Classified Project after 1995 should be known by the third quarter of next year, and under this first alternative future arrangements
were determined at that time. The second alternative was for Northrop to purchase the Chandler production facility and for
Northrop to purchase or license the EMT Technology for military applications and operate the Chandler facility either directly or
under a Hexcel operating contract. On August 26, 1994, Hexcel and Northrop reached an agreement in principle providing, inter
alia, for Hexcel to sell the EMT Business to Northrop for the sum of $30 million, plus the cost of certain inventory and other
contingent payments. Thereafter, on November 3, 1994, Hexcel and Northrop entered into a definitive Asset Purchase Agreement
and related agreements providing for the sale of the EMT Business, subject to Bankruptcy Court approval which is being sought.
See Section IV.K., "Events During the Chapter 11 Case, Proposed Sale of EMT Business to Northrop."
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5. Plant Consolidations.

Hexcel has also been reassessing the most effective way to complete the consolidation of its plant operations. At the beginning!
of 1993, the Company had 14 plants worldwide. It expects that by the end of 1994, or soon thereafter, the total number of plants!
will be reduced to nine or ten. The City of Industry, California plant has been closed and sold. The Graham, Texas platit'isl
scheduled to be closed in early 1995, after its operations have been moved primarily to Casa Grande, Arizona. Hexcel is atterriptinii
to sell the Graham plant. On January 31, 1994, Hexcel sold its chemical plant in Teesside, England. The plants located near Paris'!
France and in Chatsworth, California are expected to be sold as part of the proposed divestiture of the resins business. The
Chandler, Arizona plant is expected to be sold as part of the sale of the EMT Business.

Upon completion of management's planned plant consolidation initiatives, by early 1995, Hexcel will have created centers of
excellence for each of its remaining businesses. Domestically, Hexcel will have concentrated its U.S. honeycomb prqcess]
operations at the Casa Grande plant by completing the Graham move and transferring its non-EMT operations from Chandler (the*
latter due to be completed by mid-year 1995), while maintaining its U.S. aerospace composite operations at the Livermpre^
California plant and keeping its U.S. fabric operations at the Seguin, Texas plant. The Pottsville, Pennsylvania and Burlington'
Washington plants will remain the centers for honeycomb machining, and the Chandler plant will be sold. The Lancaster, Ohio";
plant will be the primary non-aerospace composite facility. In Europe, the honeycomb operations and primary composite operation
will continue to be located at the Welkenraedt, Belgium facility, while the Lyon, France facility will remain the center for .fabrics'
(and to a lesser extent, composites). A small processing facility and European distribution point for U.S. produced materials will be'
maintained in Swindon, England. ... . . . . ."., fj |

6. Downsizing. .'s/ljj

Hexcel's general and administrative expenses have been substantially reduced tirrough a downsizing of the staff that remairiecl1

as a carryover from the Company's 1980's defense contracting activities. As a result of present management's restructuring efforts)'
the head-count is expected to be reduced company-wide by approximately 25%, from 3,050 at the end of 1992 to less than 2,300 byl
year end 1994. Since December 1992, Hexcel has recorded approximately $76 million in charges for restructuring and asset write-I
downs with a cash cost of approximately $36 million. These restructuring actions are anticipated to produce cash savings in 1994 of,
approximately $24 million as compared to 1992. These actions will account for a substantial portion of Hexcel's profitability going
forward, as projected in the Projected Financial Information, which is annexed hereto as Exhibit E.

7. Headquarters.

The Company has not made a decision as to the permanent location of its corporate headquarters. The interim plan calls for
remaining in Northern California. Consistent with that plan, Hexcel negotiated an assumption of the lease of its Pleasantoh,v;

California headquarters on revised terms, including a two-year extension of the lease term, a rent reduction and inclusion of a;
provision for optional early termination by Hexcel, which was approved by the Bankruptcy Court.

8. Rationalizing and Streamlining of Core Businesses.

Management has undertaken a concentrated effort to rationalize its product lines and market segments, a process which had
not been rigorously pursued since the business was originally built through a series of acquisitions many years ago. Actions haw
now been initiated to take advantage of the findings of a study performed during the chapter 11 period. Among the initial steps,'
Hexcel intends to increase the efficiency of its order processing systems, to rationalize its inventory program to improve deliveries,!
and to develop a network of distributors to serve small customers. Hexcel will intensify these efforts in the honeycomb business^
initially, since that appears to be the segment with potential to yield the greatest immediate savings. In furtherance of these efforts.j
Hexcel has retained a consultant, Universal Scheduling Company, to assist in rationalizing its systems and procedures. ...

9. Improvement of Manufacturing Processes. ;

Management has concluded that there is a major opportunity for the Company to improve its manufacturing processes.. .The,;
aerospace business has traditionally emphasized performance in its procurement. However, in the current economic environment?
the competitive markets the Company serves are now dictating lower costs which will require process improvements as well ;as';
greater efficiency, less scrap, and other normal cost-cutting measures. Specifically, Hexcel is working to identify key prpces|f'
improvements which will lower its manufacturing costs for both composites and honeycomb. This effort will continue into 1995
and beyond.

10. The Strategic Plan. ;;

During the Chapter 11 Case, Hexcel has prepared a five-year business plan, which was most recently updated on October 17,-|
1994, and has incorporated many of the strategic initiatives mentioned above. Most of these initiatives have resulted from thej
analysis and strategic planning undertaken by management during the chapter 11 period with the assistance of the CompariyAs.
consultants. Implementation of many of these strategic actions has already commenced and is intended to help lead the Company^
successfully out of bankruptcy.
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I. Approval of Transactions with Hexcel S.A.
!

On June 8, 1994, the Bankruptcy Court granted the Debtor's motion for authority to enter into certain transactions necessary to
stabilize Hexcel S.A.'s business and induce Hexcel S.A.'s bank lenders to agree to a two-year lending commitment with Hexcel
S.A. Pursuant to the Court's ruling, the following proposed transactions were approved:

1. Hexcel may invest, or lend in the form of new conditionally forgiven subordinated debt, up to 200 million Belgian Francs
("MBF") in or to Hexcel S.A.

2. Hexcel may conditionally forgive a promissory note owing from Hexcel S.A. in the amount of $5.6 million, effective as of
December 31, 1993. The forgiveness will be conditional in that the underlying debt will be deemed to be reinstated at then-current
market interest rates once, and to the extent that, Hexcel S.A. has returned to financial health, as measured by net worth tests to be
determined in negotiations with Hexcel S.A.'s bank lenders. The conditionally forgiven debt shall accrue simple interest, and be
reinstated in the event of a sale, merger, dissolution or other disposition of Hexcel S.A.

3. Royalties that would otherwise accrue in favor of Hexcel under licenses between Hexcel and Hexcel S.A. from January 1,
1994 until the end of Hexcel S.A.'s lenders' two-year lending commitments will be waived and released by Hexcel.

4. Hexcel may acquire new redeemable preferred shares of Hexcel (U.K.) Limited (hereinafter "HUKL"), another wholly
owned subsidiary, in exchange for payment of $350,000 in cash, simultaneously with full payment by HUKL to Hexcel of the
$350,000 debt owing from HUKL to Hexcel.

5. Hexcel may transfer to Hexcel S.A. certain manufacturing equipment, together with related know-how, presently
maintained at Hexcel's Graham, Texas facility, in exchange for Hexcel S.A.'s payment of the appraised value of such equipment.

Hexcel S.A. concluded an agreement with its bank lenders to extend their existing credit facilities for a two-year period and
completed the implementation of the foregoing transactions in September 1994.

J. Proposed Sale of Resins Business.

Hexcel originally embarked upon an effort to sell its resins business in early 1993, but that process did not meet with success.
However, following completion of the strategic analysis of the business performed during the Chapter 11 Case, as explained in
subsection E. of this Section IV., the Company's new management team concluded that there was virtually no synergy between the
resins operations and Hexcel's core businesses. As a result, management is now pressing forward with the support of both the
Equity and Creditors' Committees to accomplish the sale of the Company's entire resins business, if a sale on acceptable terms can
be arranged.

The resins business is comprised of a U.S. operation located in Chatsworth, California and a European business based near
Paris, France. The European operation is comprised of a group of four subsidiaries located in France, Germany, Spain and Italy. A
procedure was developed to sell the entire resins business, which was approved by the Bankruptcy Court in an Order filed on
June 23, 1994.

The sale process contemplated reaching a detailed letter of intent with a prospective buyer, which would be subject to the
completion of a definitive agreement and other preconditions, but with no further due diligence conditions. Once the definitive
agreement is reached, there would be an overbid process conducted, which process is detailed in the Bankruptcy Court's June 23,
1994 Order. The Order provides for a deposit and a breakup fee in connection with the signing of the letter of intent and definitive
agreement, as well as a qualifying process for prospective overbidden. Management anticipates that a letter of intent could be
signed this Fall, and that the sale of the resins business could be completed prior to the Effective Date, although other options,
including a separate sale of the domestic and European resins businesses, are being considered.

K. Proposed Sale of EMT Business.

On August 26, 1994, Hexcel and Northrop reached an agreement in principle providing, inter alia, for Hexcel to sell the EMT
Business to Northrop for the sum of $30 million, plus the cost of inventory and certain contingent payments. Subsequently, both
Hexcel and Northrop, and their respective professionals, negotiated and documented the definitive terms of an Asset Purchase
Agreement dated November 3, 1994 (the "Asset Purchase Agreement"). Under the Asset Purchase Agreement, which is subject to
Bankruptcy Court approval, Hexcel has agreed to sell the EMT Business to Northrop for $30 million. In addition, Hexcel will
receive a sum of money, currently estimated to be approximately one million dollars, for the sale of existing inventory of the EMT
Business, will be entitled to receive a royalty on certain future sales made by the EMT Business (the terms of which are described
more fully below), and will retain a royalty-free, non-exclusive license to use EMT technology in non-military operations (the
terms of which are described more fully below).
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Specifically, under the terms of the Asset Purchase Agreement, Hexcel is conveying to Northrop the full right, title and
interest in and to the EMT Business, and is licensing to Northrop on a perpetual, royalty-free basis, the use of certain other Hexcel
technology to the extent used in the EMT Business. The assets associated with the EMT Business to be purchased by Northrop do"
not include any cash, cash equivalents, accounts receivable, notes receivable or intercompany receivables of Hexcel associated
the EMT Business.

The Asset Purchase Agreement provides that Hexcel will be entitled to receive a royalty on certain future sales made by the'
EMT Business, on the terms summarized below. ::

(a) If, within 12 years of the closing of the sale of the EMT Business, Northrop receives an order involving a change in the
application of EMT Technology relating to existing Classified Project units, Hexcel shall be entitled to 4% of the sum of the net
cost of such change plus a 5% profit thereon. ";:^

(b) If, within 12 years of the closing of the sale of the EMT Business, Northrop enters into a contract to manufacture
additional Classified Project units to those existing or contracted for presently, (i) Hexcel shall be entitled to 6% of the net cost of
the manufacture of products using EMT or used in the manufacture of additional Classified Projects units which does not involve*
change in the application of EMT, plus 5% profit thereon, but not less than $100 per cubic foot of honeycomb core which utilized]
EMT Technology; and (ii) Hexcel shall be entitled to 4% of the net cost of the manufacture of products using EMT or used the1

manufacture of additional Classified Project units which does involve a change in the application of EMT Technology, plus 5%
profit thereon.

':.f

(c) With respect to any agreements of Hexcel, including any agreements entered into by Hexcel after the date of the Asset
Purchase Agreement and before the closing, which are assumed by Northrop and thereafter modified to provide for the manufacture
of a greater amount of products that utilize EMT than were provided for before the modification of the agreement and which are
effective within 12 years of the date of the closing of the sale of the EMT Business to Northrop, to the extent that such products
utilize EMT Technology, Hexcel shall be entitled to an amount equal to 4% of the sum of the net cost thereof, plus a 5% profit'
thereon.

(d) With respect to any products produced by Northrop using EMT Technology other than those discussed in subparagraphs^
(a), (b) and (c) above, if the contracts relating to sales of such products are entered into within 12 years of the closing of the sale of
the EMT Business: (i) if the sale of the product is for military or government applications, Hexcel shall be entitled to 4% of the sum1

of the net cost thereof, plus a 5% profit thereon; and (ii) if the sale is for non-military or government applications, Hexcel shall be
entitled to 4% of the net sales price. . '•' -J,

Under the Asset Purchase Agreement, Hexcel has agreed to assume, in accordance with the terms of Section 365 of the;
Bankruptcy Code, the Asset Purchase Agreement itself, as well as those other agreements of Hexcel as Northrop requests be
assumed. Hexcel has agreed to reject, in accordance with the terms of Section 365 of the Bankruptcy Code, those of its agreements]
as Northrop requests be rejected.

After the closing of the sale of the EMT Business, Hexcel shall provide such transitional technical services as reasonabj;
requested by Northrop. The obligation of Hexcel to provide such services shall terminate twelve months after Northrop is obligated
to pay to Hexcel that part of the purchase price which Northrop is permitted to hold back pending certain conditions, as described.
in the Asset Purchase Agreement. ,-.:--y^

.' '.>n
Certain of the assets to be transferred to Northrop as part of the sale of the EMT Business shall be leased back to Hexceljb;

Northrop on the terms and conditions provided for in the Asset Purchase Agreement. Hexcel has also agreed to supply NorthrO^
with certain Hexcel products at most favored rates on a timely basis and, except as provided in the Asset Purchase Agreement^ w|
meet all of Northrop's requirements in connection therewith. ""*

Hexcel has agreed, subject to Bankruptcy Court approval, (i) to reimburse Northrop for all of Northrop's costs and expense^
which arise from or are incurred in connection with the negotiation, documentation and implementation of the Asset Purchase^
Agreement and the Bankruptcy Court's approval thereof, whether or not the Asset Purchase Agreement is terminated, and (ii) wffl
event that Northrop is outbid for the EMT Business, to pay to Northrop a "break-up fee" of $500,000, in considerad6iTo|
Northrop's time and effort in investigating and negotiating the purchase of the EMT Business.

The Asset Purchase Agreement includes a "no-shop" provision restricting Hexcel from soliciting competing buyers. I
shop provision precludes Hexcel from soliciting or engaging in any negotiations with any entity other than Northrop as to the sale
or other similar treatment of the EMT Business, absent either the consent of Northrop or the good faith belief by Hexcel's Board^
Directors in the exercise of its fiduciary duties that such negotiations have a reasonable possibility, as described in pafagrap|
15.9(c) of the Asset Purchase Agreement, of resulting in a transaction with a price at least equal to $35,000,000. Hexcel
applying for Bankruptcy Court approval of the Asset Purchase Agreement imminently.
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L. Fine Organics Litigation.

On April 28, 1994, Fine Organics filed a proof of claim with the Bankruptcy Court in the amount of $32,181,000 based on
various causes of action arising out of the Lodi, New Jersey facility sold to Fine Organics by the Debtor in 1986.

On April 29, 1994, Fine Organics commenced an adversary proceeding against the Debtor. The complaint alleges that the
Debtor failed to timely implement the clean-up plan that the Debtor submitted to the New Jersey Department of Environmental
Protection (now the New Jersey Department of Environmental Protection and Energy) ("NJDEPE") and failed to comply with
directives of the NJDEPE, and that as a result of the Debtor's alleged non-compliance, Fine Organics failed to receive loans and
other financing. The complaint requests that the sale of the property be voided, the Debtor reimburse Fine Organics for
environmental work performed, the Debtor pay damages resulting from the contamination on-site, and that the Bankruptcy Court
order the Debtor to remediate the site.

On June 10, 1994, the Debtor filed an answer and counterclaim to Fine Organics' complaint. The Debtor, in its answer, denied
the allegations made in the complaint. Further, the Debtor alleges that it has performed dutifully, diligently and in good faith, and
has attempted to perform its responsibility pursuant to an administrative order on consent and all other directives of the NJDEPE
for the investigation and remediation of the site. In its counterclaim, the Debtor alleges that Fine Organics willfully and maliciously
obstructed, interfered with and delayed the Debtor's efforts to investigate and remediate the property. Fine Organics served and
filed an answer to the counterclaim denying the material allegations of the counterclaim.

For further discussion of this matter, see Section V.A.8.,s., "The Plan of Reorganization, Classification and Treatment of
Claims and Equity Interests, Class 7, Environmental Claims, Lodi, New Jersey."

M. Confidentiality Orders.

On February 24, 1994, the Bankruptcy Court entered an order regarding the Committees' use of confidential information,
pursuant to which the dissemination of confidential information to the Committees was regulated, while the dissemination of such
information to third parties was prohibited other than in limited circumstances.

The matter of the disclosure of confidential information to third parties came before the Bankruptcy Court again on March 29,
1994, and at that hearing the Bankruptcy Court approved procedures for dissemination of such information to third parties later
embodied in an order dated April 12, 1994. That order provided, inter alia, that before the Debtor or a Committee may disclose
confidential information to a third party, such third party must agree in writing to be bound by the terms of a confidentiality
agreement, and the party wishing to disclose confidential information shall provide to the Debtor and each of the Committees
written notice of the identity of the third party and the information to be disclosed. The order further provided that each party shall
have the opportunity to object to the disclosure of confidential information to the identified third party.

N. Exclusivity.

Pursuant to Section 1121(b) of the Bankruptcy Code, a debtor in possession is given the exclusive right to file a plan of
reorganization until the expiration of the 120 day period following the date of the order for relief (the "Exclusivity Period"), unless
such Exclusivity Period is extended or shortened by the court after notice and hearing. In addition, pursuant to Section 1121(c) (3)
of the Code, a debtor-in-possession is given the exclusive right to solicit acceptances to its plan for 180 days following the date of
the order for relief (the "Acceptance Period"). The initial Exclusivity Period for the Debtor would have expired on April 16, 1994,
and the initial Acceptance Period would have expired on July 16, 1994.

On February 24, 1994, the Debtor filed its first request for an extension of exclusivity which was scheduled to terminate on
April 16, 1994. The Equity Committee objected to the request. On March 30, 1994, the Bankruptcy Court allowed a 30-day
extension of exclusivity. Thereafter, on May 9, 1994, the Debtor applied for authority to a further extension of exclusivity and also
requested Bankruptcy Court approval of an auction process to solicit bids from financial entities to fund a standby rights offering.
The Equity Committee opposed this request and moved to terminate exclusivity. On May 18, 1994 the Bankruptcy Court granted a
brief extension of exclusivity until June 9, when it could hear the Equity Committee's motion. At a hearing held on June 8, 1994,
the Bankruptcy Court granted the Equity Committee's motion to terminate exclusivity.

O. Previously Filed Plans of Reorganization.

On July 27, 1994, the Debtor filed a plan of reorganization and related disclosure statement. That plan provided for and was
premised upon a capital infusion of $40 million generated by a rights offering to holders of Hexcel's Common Stock, backstopped
by a standby purchaser, Mutual Series, as well as a guaranteed minimum investment by Mutual Series in the reorganized company
at the same price per share. Under the Debtor's plan, the terms of the rights offering and the s"tock purchase depended on whether
Class 9, the holders of Subordinated Debentures, accepted the plan: if Class 9 were to accept the plan, holders of Subordinated
Debentures would have received Reorganized Hexcel Common Stock, the rights offering would have generated $17 million in



cash, and Mutual Series' guaranteed minimum investment would have been $23 million; if Class 9 were to reject the Dlair
Subordinated Debentures would have been reinstated, the rights offering would have generated $25 million, and Mutual S *'
minimum investment would have been $25 million. In either case, the exercise price of the rights offering was $2 per share' -aft«
giving effect to a 2-for-l reverse stock split. . '•"••'- .v^Rfflfi
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the Debtor filed its plan, the Equity Committee filed a plan of reorganization based on the same concept of a*
backstopped rights offering, except that instead of one standby purchaser, the Equity Committee's plan contemplated a erouo'Sf
standby purchasers (the "Whitman SBPs") located by a placement agent, M.J. Whitman L.P. ("Whitman"). The Equity
Committee's plan contemplated a rights offering for $50 to $60 million, subject to a $10 million minimum guaranteed investment
for the Whitman SBPs. Stockholders would have been offered the right to purchase "units" priced at $3.875 per unit consistinE't6f
one share of preferred stock convertible to 1.25 shares of common stock, and a warrant to purchase 0.2 of a share of common stoct
at $4.25 per share for five years. On August 18, 1994, the Equity Committee filed a first amended plan of reorganization^and
related disclosure statement. . ^ o ••

Circumstances relative to the plans of reorganization changed dramatically when, on August 30, 1994, Hexcel announced th
it had entered into an agreement in principle to sell its EMT Business to Northrop for approximately $30 million. See 'SecdSn
FV.K., "Events During the Chapter 11 Case, Proposed Sale of EMT Business." The proposed transaction fundamentally'change"
Hexcel's financial picture for the better by improving its solvency and liquidity, and resulted in a substantial increase in the'pnc'e^OT
Hexcel's common stock on the public exchanges. The projected availability of significant additional cash as a result V~
proposed Northrop transaction also changed the landscape of the plan formulation process, as the Debtor and the Equity Committee*
returned to their plan funders to elicit better terms and, more importantly, determined to work together on a joint plan <of
reorganization. Those efforts yielded a consensual agreement by the Debtor and the Equity Committee to accept a revised proposal
by Mutual Series to act as standby purchaser for a $50 million rights offering for common stock priced at $4.625 per share, whichl
proposal was incorporated into a joint plan of reorganization and related disclosure statement, each dated October 24, 1994, Wnicnl I*
are now amended by the Plan and this Disclosure Statement.

P. Motion to Compel a Stockholder Meeting. >•••> •'•-^'Xwm iX
W •

Hexcel held its last annual meeting of stockholders on May 14, 1993. On May 16, 1994, the Equity Committee filed amotiqnl
with the Bankruptcy Court seeking an order compelling the Debtor to hold an annual meeting of stockholders. The Debtor objecteflj •'<?"
to the Equity Committee's motion. Discovery was conducted by both sides and a hearing on the Equity Committee's motion wjis|
scheduled by the Bankruptcy Court to be held on August 10 and 11, 1994.

Pursuant to the terms of a stipulation between the Debtor and Equity Committee, dated August 9, 1994 and approved by thef
Bankruptcy Court, the motion was settled on the following terms: In lieu of holding its 1994 annual meeting of stockholder
Hexcel added three new directors to its board of directors, all of whom are designees of the Equity Committee. The new directors!
are: Fred Stanske, Vice President of Fisher Investments (formerly a member of the Equity Committee), Marshall
Golenberg & Geller, a merchant banking firm, and David Glatstein, President of Barre & Company, Incorporated. Also, pursuant tol
the settlement, Hexcel is required to hold its 1995 annual meeting in May of 1995, unless otherwise set forth in a confirmed plan "of
reorganization for Hexcel. See Section V.B.10, "The Plan of Reorganization, Summary of Other Provisions of the-Plara
Restatement of the Debtor's Certificate of Incorporation and Bylaws," for further discussion of the scheduling of a stockholders]]
meeting pursuant to the terms of the Plan.

Q. Thermoplastics/Safeco Settlement.

On June 8, 1994, Hexcel entered into a stipulation with Thermoplastic Products Corporation and Barry Fell (collectivelyl
"TPC") and Safeco Insurance Company ("Safeco") whereby Safeco, as issuer of a $1,300,000 surety bond in favor of TPQfpr|jl ft
purchase agreement between Hexcel and TPC under which Hexcel agreed to purchase certain machinery, equipment, patents, trad|jl<|c
secrets, engineering data, designs and research information relating to honeycomb core products possessed by TPC for a purchase* fcJ
price of $2,000,000, agreed to pay TPC $1,125,000 plus 2'/2% interest in exchange for TPC releasing Safeco on its surety:!
Pursuant to the terms of the settlement, Hexcel agreed not to object to Safeco filing an unsecured claim in the-amountjo
$1,125,000 plus 2>/2% interest. -

R. Assumption of Certain Leases and Executory Contracts.

As a debtor-in-possession, the Debtor has the right, subject to Bankruptcy Court approval, to assume or reject any executor|
contract or unexpired lease, including, but not limited to, any employment or severance contract or agreement, as contemplated.P3
Section 365 of the Bankruptcy Code, in effect on the Filing Date between the Debtor and any other person (an "Execu.tQ^*1

Contract"). In this context, assumption means that the Debtor agrees to perform its obligations and cure existing defaults under^|
Executory Contract. Rejection of an Executory Contract relieves the Debtor from its obligation to perform further .under;sii|
Executory Contract. Damages resulting to the other party from the rejection of an Executory Contract are treated as a Gene|j
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Unsecured Claim (as defined in the Plan) arising prior to the Commencement Date and are included in the appropriate Class to the
extent such Claim is allowed by the Court.

On June 13, 1994, the Debtor filed a motion seeking entry of an order authorizing the Debtor to assume an equipment lease
between the Debtor and Bankers Commercial Corporation, a subsidiary of Union Bank ("Lessor"), dated August 1, 1979
pertaining to a Cincinnati-Milacron 8'x52' Single Spindle Machine and related equipment ("Equipment") located at the Debtor's
Graham, Texas facility. The assumption denies the Lessor a claim for $228,149 in liquidated damages as stipulated in the lease,
shifts the expenses for dismantling, removing and returning the Equipment upon expiration of the lease to the Lessor, which is
estimated at $65,000. In total, the Debtor estimates that the rejection expenses exceed the cost of assuming the lease by
approximately $225,987. The Bankruptcy Court approved the Debtor's motion.

The Debtor sought and received Bankruptcy Court approval of a stipulation that the Debtor entered into with GE Capital Fleet
Services ("GE") on June 8, 1994, whereby the Debtor agreed to assume a master vehicle lease agreement under which the Debtor
had the right to lease vehicles from GE. As of the date of the stipulation, the Debtor was in default for pre-petition payments in the
principal sum of $135,589.31. The assumption terms provide that the Debtor will fully cure the pre-petition arrearage together with
interest of $11,670.27 and attorneys' fees and costs of $6,145.29. The stipulation further provides that GE shall have relief from the
automatic stay in order to retrieve and remarket any vehicles relinquished by the Debtor to GE under the terms of the lease.

On June 27, 1994, the Debtor filed a motion for authorization to assume two executory, classified military contracts
("Contracts") between the Debtor and the United States Department of Defense ("DOD") for the development and procurement
of classified composite and specialty materials required for national defense applications. In addition, the Debtor seeks authority to
assume five subcontracts ("Subcontracts") which the Debtor entered into with four subcontractors and a supplier in order to fulfill
the DOD Contracts. The Contracts are "cost plus" contracts under which the Debtor, as the prime contractor, is entitled to actual
costs, including overhead and administrative costs, plus an additional seven percent (7%) markup. Pursuant to section 365(b)(l) of
the Bankruptcy Code, the Debtor agreed to cure the existing pre-petition defaults under the Subcontracts of tendering
approximately $113,401.00 to the subcontractors and supplier upon court approval. The motion was granted by the Bankruptcy
Court.

S. Bar Date For Filing Proofs of Claim.

The Bankruptcy Court set April 28, 1994 as the Bar Date for the filing of proofs of claim.

V. THE PLAN OF REORGANIZATION

The Plan is annexed hereto as Exhibit A and forms a part of this Disclosure Statement. The summary of the Plan set forth
below is qualified in its entirety by reference to the more detailed provisions set forth in the Plan.

A. Classification and Treatment of Claims and Equity Interests.

1. Administrative Expense and Priority Tax Claims,

a. Administrative Expense Claims.

Administrative Expense Claims are Claims constituting a cost or expense of administration of the Chapter 11 Case allowed
under Section 503(b) of the Bankruptcy Code. Such Claims include any actual and necessary costs and expenses of operating the
business of the Debtor in Possession, any indebtedness or obligations incurred or assumed by the Debtor in Possession in
connection with the conduct of its business or the acquisition or lease of property or the rendition of services, any allowance of
compensation and reimbursement of expenses to the extent allowed by a Final Order under Section 330 of the Bankruptcy Code,
fees or charges assessed against the estate of the Debtor under section 1930 of title 28 of the United States Code and the CIT
Claims.

Pursuant to the Plan, each Administrative Expense Claim will be paid in full, in Cash, on the later of the Effective Date and
the date such Administrative Expense Claim becomes an Allowed Administrative Expense Claim. Allowed Administrative
Expense Claims representing obligations incurred in the ordinary course of business by the Debtor in Possession (including
amounts owed to vendors and suppliers that have sold goods or furnished services to the Debtor in Possession since the
Commencement Date) other than professional compensation and expenses will be assumed and paid by Reorganized Hexcel in
accordance with the terms and conditions of the particular transactions and any agreements relating thereto. The Debtor estimates
foat Allowed Administrative Expense Claims (exclusive of compensation and reimbursement of expenses payable to professionals
"etained in the Chapter 11 Case) to be paid on the Effective Date will be approximately $1,893,000. In addition, the Debtor
estimates that there will be additional administrative expenses and other costs relating to the Exit Financing Facility (as defined
)elow) and the Mutual Series Closing Costs (as defined below) in the approximate amount of $2,300,000.
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All payments to professionals for compensation and reimbursement of expenses and all payments to reimburse expenses
members of the Creditors' Committee and the Equity Committee will be made in accordance with the procedures established by
Bankruptcy Code, the Bankruptcy Rules and the Bankruptcy Court relating to the payment of interim and final compensation
expenses. The Debtor estimates that Allowed Administrative Expenses, including compensation and reimbursement of expenses
professionals retained in the Chapter 11 Case (not including previously allowed payments) will be approximately $13,000,000 j<
$14,000,000. The Bankruptcy Court will review and determine all requests for compensation and reimbursement of expenses. J
addition, a fee auditor has been appointed by the United States Trustee to review professionals' applications for compensation anc
reimbursement of expenses.

In addition to the foregoing, Section 503(b) of the Bankruptcy Code provides for payment of compensation to creditor!
indenture trustees and other persons making a "substantial contribution" to a reorganization case, and to attorneys for, and othei
professional advisors to, such persons. Also, certain of the professionals retained by the Debtor or the appointed Committees maj
request approval and payment of additional bonus or success compensation. The amounts, if any, which may be sought by entitle!
for such compensation are not known by the Proponents at this time. Requests for compensation must be approved by'the!
Bankruptcy Court after a hearing on notice at which the Debtor and other parties in interest may participate and, if appropriate
object to the allowance of any compensation and reimbursement of expenses. '"

• ' - ' • • ' ,
b. Priority Tax Claims. of

i';c
Priority Tax Claims are those Claims for taxes entitled to priority in payment under Section 507(a)(7) of the Bankruptcy Code!

The aggregate amount of Priority Tax Claims as reflected in proofs of claim filed by taxing authorities, or, in the event no proof a
claim was filed, in the Debtor's Schedules, is approximately $9,722,000. The Debtor estimates that the amount of Allowed Priority
Tax Claims is approximately $4,009,000, based on a detailed analysis of the Claims. The difference between the aggregate amoun
of asserted Claims and the Debtor's estimate of Allowed Claims is largely due to the filing of a Claim by the Internal Revenui
Service for $6,729.317.87; the Debtor estimates, based upon its analysis of this Claim and ongoing discussions with the Interna'
Revenue Service, that no more than $1,004,000 of this amount will be an Allowed Claim.

••• :r>
Each holder of an Allowed Priority Tax Claim will receive, at the sole option of Reorganized Hexcel, (i) Cash in an amounl

equal to such Allowed Priority Tax Claim on the later of the Effective Date and the date such Priority Tax Claim becomes at
Allowed Priority Tax Claim, or (ii) equal annual Cash payments in an aggregate amount equal to such Allowed Priority Tax Claim,
together with interest in arrears at an annual rate equal to five percent (5%), over a period through the sixth anniversary of the date,
of assessment of such Allowed Priority Tax Claim, or (iii) payment upon such other terms determined by the Bankruptcy Court \3
provide the holder of such Allowed Priority Tax Claim deferred Cash payments having a value, as of the Effective Date, equal tc
such Allowed Priority Tax Claim.

- • •
2. Class 1—Other Priority Claims.

"

The Other Priority Claims are Claims which are entitled to priority in accordance with Section 507(a) of the Bankruptcy Code
(other than Administrative Expense Claims and Priority Tax Claims). Such Claims include (i) unsecured claims for accrued
employee compensation earned within ninety days prior to commencement of the Chapter 11 Case to the extent of $2,000 pel
employee and (ii) contributions to employee benefit plans arising from services rendered within 180 days prior to;the
commencement of the Chapter 11 Case, but only for each such plan to the extent of (x) the number of employees covered by such
plan multiplied by $2,000, less (y) the aggregate amount paid to such employees from the estates for wages, salaries anc|
commissions. The Debtor estimates that the amount of Other Priority Claims is $0.

Pursuant to the Plan, holders of Allowed Other Priority Claims, if any exist, will be paid in full, in Cash on the later of-the
Effective Date and the date such Claim becomes an Allowed Claim. Class 1 is not impaired under the Plan. Holders of Claims in
Class 1 are not entitled to vote to accept or reject the Plan. '
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of 3. Class 2—Secured Claims.

the Class 2 consists of all Secured Claims, each of which shall be within a separate subclass (with each subclass to be deemed a
inc* separate class for all purposes under applicable provisions of the Bankruptcy Code), as follows:

| a. Class 2A (Graham Industrial Mortgage Claims) consists of all Claims against the Debtor under that certain Real
T Estate Lien Note, dated February 1, 1992, from the Debtor to Graham Industrial Association, Inc. in the original principal

amount of $150,000, and under the related deed of trust and all other related documents, instruments and agreements. The
Claim in Class 2A shall be Allowed solely for purposes of the Plan in the amount of $143,288 of principal plus approximately
$20,000 of interest accrued through the Effective Date, unless waived, or assumed by a third party or released prior to the
Effective Date.

b. Class 2B (Greater Pottsville Mortgage Claims) consists of all Claims against the Debtor under that certain
Promissory Note, dated June 13, 1980, from the Debtor to Greater Pottsville Industrial Development Corporation in the
original principal amount of $400,000, and under the related mortgage and all other related documents, instruments and
agreements. The Claims in Class 2B shall be Allowed solely for purposes of the Plan in the amount of $158,414 of principal
plus approximately $2,000 of interest accrued through the Effective Date.

c. Class 2C (Pottsville PIDA (Schuylkill) Mortgage Claims) consists of all Claims against the Debtor under that
certain Note, dated May 11, 1988 from Schuylkill Economic Development Corporation to the Pennsylvania Development
Authority in the original principal amount of $498,220 and the related mortgage and all other related documents, instruments
and agreements. The Claim in Class 2C shall be Allowed solely for purposes of the Plan in the amount of $246,923 of
principal plus approximately $13,000 of interest accrued through the Effective Date.

d. Class 2D (Other Secured Claims) consists of all other Secured Claims. This Class includes the secured Claim
asserted by County of Guadalupe Texas; the Proponents presently know of no other Claim in this Class.

Pursuant to the Plan, each of the Secured Claims in Classes 2A, 2B, 2C and 2D shall be Reinstated and rendered unimpaired in
accordance with Section 1124(2) of the Bankruptcy Code. The legal, equitable and contractual rights of the holders of the Secured
Claims are not altered by the Plan. The Secured Claims are not impaired by the Plan. Accordingly, the holders of the Class 2
Secured Claims are conclusively presumed to have accepted the Plan as holders of Class 2 Secured Claims and are not entitled to
vote to accept or reject the Plan.

4. Class 3—IDRB Claims.

Class 3 consists of all IDRB Claims, each of which shall be within a separate subclass (with each subclass to be deemed a
separate class for all purposes under applicable provisions of the Bankruptcy Code), as follows:

a. Class 3A (California Pollution Control Financing Authority) consists of all Claims against the Debtor under
that certain Loan Agreement, dated as of April 1, 1988, between the Debtor and California Pollution Control Financing
Authority regarding $750,000 of Multi-Modal Interchangeable Rate Pollution Control Revenue Refunding Bonds (Hexcel
Corporation Project), Series 1988 due March 1, 2008, and under all related documents, instruments and agreements other than
the BNP Claims.

b. Class 3B (Industrial Development Authority of the City of Casa Grande) consists of all Claims against the
Debtor under that certain Loan Agreement, dated as of March 1, 1988, between the Debtor and Industrial Development
Authority of the City of Casa Grande regarding $2,050,000 of Multi-Modal Interchangeable Rate Industrial Development
Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due September 1, 2007, and under all related
documents, instruments and agreements other than the BNP Claims.

c. Class 3C (Young County #1 Industrial Development Corporation) consists of all Claims against the Debtor
under that certain Loan Agreement, dated as of April 1, 1988, between the Debtor and Young County #1 Industrial
Development Corporation regarding $800,000 of Multi-Modal Interchangeable Rate Industrial Development Revenue
Refunding Bonds (Hexcel Corporation Project), Series 1988 due March 1, 2008, and under all related documents, instruments
and agreements other than the BNP Claims.

d. Class 3D (Guadalupe-BIanco River Authority Industrial Development Corporation) consists of all Claims
against the Debtor under that certain Loan Agreement, dated as of April 1, 1988, between the Debtor and Guadalupe-BIanco
River Authority Industrial Development Corporation regarding $3,150,000 of Multi-Modal Interchangeable Rate Industrial
Development Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due March 1, 2008, and under all related
documents, instruments and agreements other than the BNP Claims.

e. Class 3E (Port of Skagit County Industrial Development Corporation) consists of all Claims against the
Debtor under that certain Loan Agreement, dated as of December 1, 1989, between the Debtor and Port of Skagit County
Industrial Development Corporation regarding $3,000,000 of Variable Rate Demand Revenue Bonds, 1989 (Hexcel

31

958900131



Corporation Project), due December 1, 2024, and under all related documents, instruments and agreements other than the
Claims.

f. Class 3F (Industrial Development Authority of the County of Los Angeles) consists of all Claims against thl
Debtor under that certain Loan Agreement, dated as of March 1, 1988, between the Debtor and Industrial Development
Authority of the County of Los Angeles regarding $4,900,000 of Multi-Modal Interchangeable Rate Industrial Development]
Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due September 1, 2007, and under all related1

documents, instruments and agreements other than the BNP Claims.

g. Class 3G (City of Lancaster) consists of all Claims against the Debtor under that certain Loan Agreement, dated
as of April 1, 1988, between the Debtor and City of Lancaster regarding $1,000,000 of Multi-Modal Interchangeable Rate5

Industrial Development Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due March 1, 2008, and underj
all related documents, instruments and agreements other than the BNP Claims.

On the Effective Date, each of the IDRB Claims in Classes 3A, 3B, 3C, 3D, 3E, 3F and 3G shall be paid in full or Reinstated,
and rendered unimpaired in accordance with Section 1124 of the Bankruptcy Code. The IDRB Claims are not impaired by the Plan.'
Accordingly, the holders of the Class 3 IDRB Claims are conclusively presumed to have accepted the Plan as holders of Class 3;
IDRB Claims and are not entitled to vote to accept or reject the Plan.

5. Class 4—BNP Claims.

Class 4 consists of the BNP Claims. Class 4 may be impaired under the Plan. Accordingly, the holder of the Allowed Claimsl
in Class 4 is entitled to vote to accept or reject the Plan.

On the Effective Date, the holder of the Allowed Class 4 Claims shall receive:

(A) Cash in the amount of $181,931.54 for all pre-petition unreimbursed drawings under the seven BNP Letters o|
Credit, draw fees, letter of credit fees, attorneys' fees and fees and expenses paid by BNP to the remarketing agent for thej
IDRBs;

(B) Cash in the amount of $772,000 for all post-petition (i) unreimbursed drawings under the seven BNP Letters of
Credit and unpaid accruerf interest thereon at the contract non-default rate; and (ii) draw fees, letter of credit fees and expenses
paid by BNP to the remarketing agent for the IDRBs for which it is entitled to reimbursement under the terms of the seven
BNP Reimbursement Agreements; and

(C) Cash in the amount of $502,000 as payment of a one-time reinstatement and extension commitment fee for BNP's
extension of the seven BNP Letters of Credit and modification of the seven BNP Reimbursement Agreements.

(D) In addition, the following shall occur as of the Effective Date:

(1) BNP will extend the expiration date of the seven BNP Letters of Credit to December 31, 1998;

(2) BNP will waive all defaults under the seven BNP Reimbursement Agreements through the Effective Date
and in connection with consummation of the Plan; and

(3) The seven BNP Reimbursement Agreements will be amended and restated pursuant to the Amended andj
Restated BNP Reimbursement Agreements to (i) change the covenants so that consummation of the Plan and the]
establishment of the Exit Financing Facility obtained to satisfy the condition precedent described in Section 10.1 ofjj
the Plan will not cause or constitute a default thereunder, (ii) increase the letter of credit commitment fees to ™ n n ~
basis points per annum, payable quarterly in advance, effective on the Effective Date, (iii) increase the interest rate
on the Liquidity Reimbursement Obligations (as defined in the current BNP Reimbursement Agreements) to Prime,
(as defined in the BNP Reimbursement Agreements) plus 2% per annum and to increase the interest rate on all othi
obligations under the BNP Reimbursement Agreements to Prime plus 3% per annum, and (iv) contain such]
representations, warranties, conditions, covenants and other terms, including restrictions on existing and additional,
indebtedness, restrictions on existing and additional liens and encumbrances, financial covenants, and defauly
provisions, as BNP and the Debtor may agree; and

(E) Commencing 90 days after the Effective Date and every three months thereafter until the expiration of the
Letters of Credit, Reorganized Hexcel will at its option either deposit $600,000 in a sinking fund in which BNP and/or the
trustees for the IDRBs will hold a first priority security interest to secure Reorganized Hexcel's obligations under the seven
Amended and Restated BNP Reimbursement Agreements, subject to the right of Reorganized Hexcel to use all or a portion ofj
the sinking fund to reduce the available amounts of the BNP Letters of Credit by the optional redemption of IDRBs in a like5

principal amount, or provide a letter of credit in the amount of $600,000 for the benefit of BNP to secure Reorganized,
Hexcel's obligations under the Amended and Restated BNP Reimbursement Agreements. All net Cash proceeds (including
insurance proceeds and condemnation awards) from the sale or other disposition (including refinancing) of any plants,
equipment or other property financed or refinanced by the issuance of the IDRBs supported by the seven BNP Letters <^
Credit will be applied to the reduction of the available amounts of one or more of the BNP Letters of Credit by option^
redemption of the IDRBs or will be deposited into the sinking fund. Such net Cash proceeds may, at the option of Reorganize
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Hexcel, be credited against the $600,000 quarterly deposit referred to above. In addition, in the event that Debtor or
Reorganized Hexcel otherwise causes the available amounts of one or more of the BNP Letters of Credit to be reduced as the
result of the optional redemption of any IDRBs, it may, at its option, credit the amount of such reduction against any sinking
fund payments designated by it until the full amount of such reduction has been so credited.

6. Class 5—General Unsecured Claims.

Class 5 consists of General Unsecured Claims against the Debtor, i.e., all Unsecured Claims other than Claims in Classes 1, 2,
3, 4, 6, 7, 8, 9 and 10. Such Claims include the Bank Revolver Claims, Claims in respect of the rejection of leases of non-
residential real property and other executory contracts, the Claim, if any, of Barclays Bank PLC under its Letter of Credit and
Reimbursement Agreement, and Claims of Hexcel's trade vendors and suppliers. The Debtor estimates that the amount of the
Allowed Claims in Class 5 will aggregate approximately $46,311,000. The aggregate amount of the Claims in Class 5, as reflected
in proofs of claim filed by creditors in such Class, or, in the event no proof of claim was filed, in the Debtor's Schedules, is
$331,512,000, excluding Claims for which no amounts were specified or otherwise unliquidated Claims. The Debtor's estimates of
Allowed Claims is based upon a detailed analysis of the Claims.

By way of example, Hexcel received 5 claims filed by government contractors totalling more than $211 million. These Claims
were filed by Northrop for $165 million, Brunswick Corporation for $17.2 million, McDonnell Douglas Corporation for
$28.6 million, Vought Aircraft, Inc. for a contingent amount in excess of $100,000, and Allied-Signal Inc. for an undetermined
amount. A large portion of these Claims appears to be based on the contention that Hexcel may be liable to the claimants for
alleged noncompliance with cost accounting standards applicable to government subcontracts between Hexcel and the claimants.
The Claims do not, however, provide any specifics or monetary estimates as to the alleged violations, nor do they allege any actual
indebtedness or claims asserted by the U.S. Government for which Hexcel would be responsible. Hexcel is unaware of any such
specific demands for sums certain either against Hexcel or derivatively against the claimants and relating to Hexcel, and therefore
believes that it is not indebted to the claimants in any amount (although it has made a reserve for future claims should they arise),
and that the Claims should therefore be disallowed in their entirety. (See also Section III.F., "Summary of Business, Properties and
Other Information with Respect to the Debtor, Markets and Customers.) In addition, it appears that the Claims of Northrop,
Brunswick and McDonnell Douglas are based on the entire amount of their contracts with Hexcel over the past several years, and
thus bear no relation to Hexcel's liability, if any. The Claims also are objectionable contingent indemnity or contribution claims
subject to disallowance under Section 502(e)(l)(B) of the Bankruptcy Code. Hexcel has objected or will object to all of these
Claims in their entirety on these grounds. Hexcel also objected to McDonnell Douglas' Claim as a late-filed Claim. As of the date
of this Disclosure Statement, Vought has agreed to withdraw its Claim and Northrop's Claim will be withdrawn pursuant to the
Asset Purchase Agreement between Hexcel and Northrop.

Finally, there are many large duplicate claims which account for the gross amount of claims filed.

Under the Plan, Reorganized Hexcel shall pay to each holder of an Allowed Claim in Class 5, on the latest of (A) the Effective
Date, (B) the date such Allowed Claim becomes an Allowed Claim and (C) the date such Allowed Claim becomes due, Cash in an
amount equal to:

(i) Such Allowed Claim; and

(ii) Interest on such Allowed Claim calculated at the rate of five percent (5%) per annum for (A) the period commencing
on the Commencement Date and ending on the date such Allowed Claim is paid in full in the case of any such Allowed Claim
consisting of debt which contractually requires payment of interest prior to maturity, and (B) the period commencing on the
later of the Commencement Date and the date that the obligation underlying the Allowed Claim became or becomes due
(without acceleration) and ending on the date such Allowed Claim is paid in full in the case of any other such Allowed Claim;

provided, however, that (1) Reorganized Hexcel shall not pay interest on any Allowed Claim which becomes Allowed pursuant to a
compromise or settlement or judgment that does not expressly provide for the accrual or payment of interest and (2) Reorganized
Hexcel shall pay interest on any Allowed Claim which becomes Allowed pursuant to a compromise or settlement or judgment that
expressly provides for a different rate of interest at such different rate. (For purposes of this provision, an Acknowledgement of
Extinguishment of Scheduled Claim shall not constitute a compromise or settlement or judgment).

Class 5 is unimpaired by the Plan. Accordingly, the holders of Allowed Class 5 Claims are conclusively presumed to have
accepted the Plan as holders of Allowed Class 5 Claims and are not entitled to vote to accept or reject the Plan.
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7. Class 6—Principal Mutual Claims.

Class 6 consists of the Principal Mutual Claims. Class 6 is unimpaired by the Plan. The holder of the Principal Mutual Claims,
The Principal Mutual Life Insurance Company ("Principal Mutual"), filed a proof of claim in the amount of $37,910,059.62, of
which $31,370,306.00 represents claims for principal and interest under the Principal Mutual 10.12% Note and the Principal
Mutual 8.75% Note. The balance of the proof of claim, or $6,539,753.62, represents a claim pursuant to a certain "make-whole"
provision in the Principal Mutual 10.12% Note, the enforceability of which the Proponents disputed. By stipulation dated
November 14, 1994, which Principal Mutual and the Proponents have agreed may be approved by the Confirmation Order unless
earlier Bankruptcy Court approval is requested by the Proponents or Principal Mutual, Principal Mutual and the Proponents have
agreed to resolve the dispute over the "make-whole" claim and all other Principal Mutual Claims pursuant to Bankruptcy Rule
9019 by agreeing that Principal Mutual's Allowed Class 6 Claim shall be an amount equal to $35.5 million plus interest at the rate
of ten percent (10%) per annum from October 1, 1994 to the Effective Date.

The Plan provides that on the Effective Date, the holder of the Allowed Principal Mutual Claims in Class 6 shall receive
$35.5 million plus interest at ten percent (10%) per annum commencing October 1, 1994. Accordingly, the holder of the Principal
Mutual Claims is conclusively presumed to have accepted the Plan as the holder of Allowed Class 6 Claims and is not entitled to
vote to accept or reject the Plan.

8. Class 7—Environmental Claims.

Class 7 consists of all Environmental Claims. The Environmental Claims arise from the Debtor's current or past ownership
and/or operation of various manufacturing facilities, as more fully described below. In addition, the Debtor has been named as a
potentially responsible party ("PRP") at several disposal sites, some or all of which are included on the Environmental Protection
Agency's National Priorities List ("NPL"), that it does not own or operate but to which the Debtor's purported Hazardous
Materials allegedly were sent.

In connection with the Chapter 11 Case, proofs of claim were filed alleging that the Debtor's purported Hazardous Materials
were sent to additional disposal sites, also included on the NPL, but the Debtor has no record or knowledge that its Hazardous
Materials were sent to any such additional sites. In all, 209 Environmental Claims asserting approximately $6 billion in the
aggregate were filed, but most are duplicative. Most of these Claims assert the amount of the total clean-up costs for an entire site
and multiple Claims were filed by other PRPs at each site, resulting in an aggregate amount of Proofs of Claims which bears no
relation to Hexcel's estimate of its aggregate liability in respect of all Environmental Claims, which, based upon its detailed
evaluation of each site, is approximately $6 million on a present value basis.

The Debtor has objected to all Environmental Claims on various grounds. On October 19, 1994, the Bankruptcy Court ruled
on the Debtor's motion to disallow contribution claims asserted in connection with the Helen Kramer landfill site and related sites
(described in subsection d. below) that contingent, unliquidated claims for contribution for future payments which claimants may
be required to make to the EPA or to state environmental agencies on account of response costs must be disallowed under Section
502(e)(l)(B) of the Bankruptcy Code.

In addition to the Environmental Claims in Class 7, the Debtor had possible environmental exposure with respect to the
following facilities and sites, as to which no timely proofs of claim have been filed: (a) asbestos at the Click Building at the
Debtor's facility in Casa Grande, Arizona; (b) the Order to Abate Emissions from Production Equipment issued by the Bay Area
Air Quality Management District regarding the Debtor's facility at Livermore, California (compliance with which the Debtor
estimates will cost no more than $550,000 and has budgeted for this amount in the Projected Financial Information); and (c) the
following superfund sites: the GBF Pittsburgh site, Contra Costa, California; the Bush Valley Landfill site in Maryland; the A.O.
Polymer site in New Jersey; the Strasburg site in Pennsylvania; the Thermo-Chem site in Muskegon, Michigan; the A-l Disposal
Corp. site in Plainwell, Michigan; the American Chemical Services site, in Griffith, Indiana; and the Hartley & Hartley site, in
Kawkawlin, Michigan. In addition, the Debtor has agreed pursuant to the contract of sale for its former City of Industry facility to
take certain actions with respect to environmental matters at that facility, and has budgeted in the Projected Financial Information
$150,000 to fulfill that obligation. These actions do not relate to or impact the claims discussed in paragraphs g. and h. below.

In order to facilitate an understanding of the Environmental Claims against Hexcel and their current status, Hexcel has
categorized the Environmental Claims by site and the nature of the asserted claims, as follows:

a. Surrogate EPA Claim for the Helen Kramer Landfill in Gloucester, New Jersey and allegedly related sites—
Direct Claim: This category consists of a surrogate Claim to be filed on behalf of the EPA by several PRPs at the Helen
Kramer site and allegedly related sites seeking the Debtor's alleged equitable share of the clean-up and related costs incurred
and to be incurred by the EPA at the Helen Kramer Superfund site in New Jersey and the following sites in New Jersey and
Pennsylvania which were allegedly used in 1970 and 1971 along with Helen Kramer by a waste hauler employed by a
company acquired thereafter by the Debtor: Ecological Research Systems, Inc.; Fazio's Landfill; Kinsley Landfill; Price
Landfill; Schiavo Bros.; and Scientific, Inc. The Debtor has no record that any of its purported Hazardous Materials were sent
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to any of these allegedly related sites except to the extent that "Scientific, Inc." refers to the SCP Newark site; that is a closed
site at which the Debtor was a PRP. The Debtor expects to object, in whole or in part, to this claim when filed. The Court has
authorized the late filing of this Claim.

b. NJDEPE Claim for the Helen Kramer Landfill and other New Jersey sites—Direct Claim: This category
consists of a Claim filed by the NJDEPE for the Debtor's alleged equitable share of the clean-up and related costs and natural
resource damages, incurred and to be incurred, at the Helen Kramer site; the A to Z Landfill site; the Chemical Control site in
Elizabeth, New Jersey; and, all other New Jersey sites. The Claim is based on N.J.S.A. 58:10-23.11 et seq. The NJDEPE
claims total past costs of $56,001,135.31 and estimates total future costs of $58,000,000 for all sites, with the vast majority of
these amounts being spent and incurred at the Helen Kramer site. As there are more than 300 other companies or entities
which have been named as PRPs at the Helen Kramer site, the Debtor believes that it has no more than a de minimis exposure
to the NJDEPE. The Debtor sought to disallow this Claim pursuant to Section 502(b) of the Bankruptcy Code. The Debtor's
objection to this Claim is pending before the Bankruptcy Court.

c. Jonas Sewell Transfer Station—Direct Claim: This category consists of a surrogate claim filed by the Jonas
Sewell Transfer Station Respondents Group on behalf of the NJDEPE for all clean-up and related costs, ongoing response
costs and natural resource damages incurred or to be incurred by the NJDEPE at the Jonas Sewell Transfer Station site. No
amount is claimed. The Debtor has no record that its purported Hazardous Materials were sent to this site. The Debtor sought
to disallow in whole or in part this Claim pursuant to Section 502(b) of the Bankruptcy Code. The Debtor has reached an
agreement in principle to settle this Claim by providing the NJDEPE with an Allowed Class 5 Claim of $10,000.

d. Contribution Claims filed with regard to Helen Kramer and allegedly related sites in New Jersey and
Pennsylvania: This category consists of approximately 98 claims filed by PRPs at the Helen Kramer site seeking the
Debtor's alleged equitable share of the common liability for the $115,000,000 clean-up and related costs said to have been
incurred by the EPA and unstated amounts said to have been incurred and to be incurred by the NJDEPE. In addition, several
of the Claimants have included claims for contribution relating to the following sites in New Jersey and Pennsylvania, most of
which were allegedly used in 1970 and 1971 along with Helen Kramer by a waste hauler employed by a corporation thereafter
acquired by the Debtor: Ecological Research Systems, Inc., Fazio's Landfill, Kinsley Landfill; Price Landfill; Schiavo Bros.;
Scientific Chemical Processing, Inc. (Newark); GEMS; Jonas Sewell Transfer Station; Lipari Landfill; PJP Landfill; Florence
Recontouring; and Busby Landfill. Each of these claimants filed a proof of claim for die entire alleged amount resulting in
aggregate asserted claims in excess of $5.4 billion. The Debtor objected to all of these Claims pursuant to Section
502(e)(l)(A) and/or (B) of the Bankruptcy Code. Certain claimants failed to oppose the objection and the Debtor has sought or
will seek disallowance of their Claims by default. Other claimants opposed the objection. On October 19, 1994, the
Bankruptcy Court ruled that to the extent that these Claims seek contribution or reimbursement for amounts to be paid by the
claimants in the future, the Claims must be disallowed under Section 502(e)(l)(B) of the Bankruptcy Code. To the limited
extent that the Claimants have actually expended funds their Claims are unaffected by this ruling.

e. Fisher Calo Site in Kingsburg, Indiana: This category consists of a Claim filed by the PRP group, of which the
Debtor is a member, for contribution for the Debtor's alleged equitable share of the common liability of all PRPs for the clean-
up and related costs of the Fisher Calo site. The Claim asserts $120,000 in anticipated administrative costs over the anticipated
30-year term of the remediation at the Fisher Calo site. The Debtor sought to disallow this Claim pursuant to Section
502(e)(l)(A) and/or (B) of the Bankruptcy Code. The Debtor reached an agreement to settle this Claim for the sum of $36,000
and has filed a motion seeking approval of the settlement pursuant to Bankruptcy Rule 9019.

f. Seymour, Indiana Superfund Site: This category consists of a Claim filed by the trust established for payments of
costs at the Seymour, Indiana Superfund site for the Debtor's 1.72% share of projected future operation and maintenance costs
at this site. The Debtor has sought to disallow this Claim pursuant to Section 502(e)(l)(A) and/or (B) of the Bankruptcy Code.
The Debtor's objection to this Claim is pending before the Bankruptcy Court.

g. San Gabriel Ground Water Basin in California—EPA Surrogate and PVSC Contract Claims: This category
consists of a surrogate Claim filed by the Puente Valley Steering Committee of PRPs (the "PVSC") on behalf of the EPA to
recover the costs of the Remedial Investigation/Feasibility Study ("RI7FS"), oversight under the Puente Valley RI/FS
Administrative Order on Consent ("AGO") and clean-up costs which may be incurred by the EPA ("EPA Surrogate
Claim"); and a Claim filed by the PVSC and Claims filed by individual members of the PVSC to recover pursuant to written
agreement (the "Allocation Agreement") ("Contract Claims") the Debtor's share of the RI/FS on the Puente Valley
Operable Unit of the San Gabriel Valley Superfund Site ("PV Site") pursuant to the AGO. The Debtor has sought to disallow
in whole or in part the Surrogate and Contract Claims pursuant to Section 502(b) of the Bankruptcy Code. The Debtor's
objection to these Claims is pending before the Bankruptcy Court. Pursuant to a Stipulation and Order dated November 9,
1994, the Proponents and the PVSC agreed, among other things, subject to and on the Effective Date (i) that the Debtor will
assume its obligations under the Allocation Agreement pursuant to Section 365 of the Bankruptcy Code and perform its
remaining obligations under the Allocation Agreement, (ii) that the PVSC Claims shall have been settled, (iii) that the
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Debtor's objection as well as any other claims asserted by the Debtor, Debtor in Possession or Trustee, or successor predicated
on bankruptcy law shall be and are dismissed with prejudice, and (iv) that in the interim, all litigation between the Debtor in
Possession and PVSC as to the Debtor's objection is stayed. The PVSC Claims shall thus be allowed to pass through, be
reinstated, remain assertable, and survive the bankruptcy without being discharged, impaired, released or compromised in any
way whatsoever. The fact of the stay of litigation shall not be used by any party in prejudice of any other party's rights to
discovery, withdrawal of the reference or otherwise. The stay may be terminated on three (3) days written and faxed notice if j
the Effective Date has not occurred by April 1, 1995. A complete copy of this Stipulation and Order is annexed hereto as
Exhibit H.

h. San Gabriel Ground Water Basin in California—Other PVSC Claims: This category consists of Claims filed|
by the PVSC and 44 members of the PVSC which the Debtor characterizes as Claims for contribution for the Debtor's alleged
pro rata share of the common liability (if any) of all PRPs to the EPA for the clean-up and related costs of the PV Site and
which the claimants, without admitting any liability by any claimants therefor, characterize as direct and indemnification i
claims under CERCLA. The Debtor has sought to disallow these Claims pursuant to Section 502(e)(l)(A) and/or (B) of the
Bankruptcy Code. The Debtor's objections to these Claims are pending before the Bankruptcy Court. The terms of the
Stipulation and Order between the Proponents and the PVSC described in paragraph g. above and annexed hereto as Exhibit H
are applicable to this category of Claims as well.

i. Granville Solvents in Granville, Ohio—Direct Claim: This category consists of a Claim filed by the State of
Ohio in the amount of $916,000 for the State's claimed cost of cleaning-up the Granville Solvents site, and a duplicate (and
superseded) surrogate Claim filed for the State. The Debtor sought to disallow the State's Claim in whole or in part pursuant
to Section 502(b) of the Bankruptcy Code. The Debtor has reached an agreement in principle to settle the State Claim for ;

$32,000.

j. Granville Solvents in Granville, Ohio—Contribution Claims and Surrogate EPA Claim: This category'
consists of a joint Claim filed by Abrasive Technology and 71 other PRPs for contribution for the Debtor's alleged equitable
share of the common liability of all PRPs for the clean-up and related costs of the Granville, Ohio site, specifically $1 million]
to the State of Ohio and $3-$20 million in anticipated responsive actions (including $258,910.23 already expended by the PRP
Group) and a $20 million surrogate Claim filed by these claimants on behalf of the EPA. The claimants contend that the
Debtor's share of this anticipated $21 million total maximum cost is not more than $290,000. The Debtor sought to disallow
the contribution Claim pursuant to Section 502(e)(l)(A) and/or (B) of the Bankruptcy Code. The Debtor has reached an
agreement in principle to settle both of these Claims for $45,741.

k. Granville Solvents in Granville, Ohio—Contribution Claim: This category consists of a $15 million Claim
filed by Union Tank Car for contribution for the Debtor's alleged equitable share of the common liability for the clean-up and
related costs of the Granville, Ohio site. The Debtor sought to disallow this Claim pursuant to Sections 502(e)(l)(A) and/or
(B) of the Bankruptcy Code. The claimant failed to respond to the objection and the Debtor has sought entry of an order on
default expunging this Claim. . I

I. Organic Chemical Site in Grandville, Michigan: This category consists of Claims filed by 18 PRPs for!
contribution for the Debtor's alleged equitable share of the common liability of all PRPs to the EPA and state authorities for'
the clean-up and related costs of this site. The Debtor has sought to disallow these Claims pursuant to Section 502(e)(l)(B) of]
the Bankruptcy Code. One claimant failed to respond to the objection and the Debtor has sought entry of an order on default;
expunging this Claim. The Debtor reached an agreement to settle the balance of these Claims for the sum of $36,000 and has'
filed a motion seeking approval of the settlement pursuant to Bankruptcy Rule 9019.

m. Debtor's Property outside Casa Grande, Arizona: This category consists of Claims filed by the Arizona State
Lands Department and the Arizona Department of Environmental Quality seeking $323,000 in past clean-up and related costs
and future clean-up and related costs with respect to certain property located outside Casa Grande, Arizona. The Debtor has
sought to disallow in whole or in part these Claims pursuant to Section 502(b) of the Bankruptcy Code. The Debtor has
reached an agreement in principle to settle these Claims which contemplates entering into a consent order providing for the
capping and monitoring of the site for ten years and the payment of expenses incurred to date in the approximate amount of
$43,000.

n. Kin Buc Superfund Site in Edison, New Jersey: This category consists of Claims filed by 17 PRPs for
contribution for the Debtor's alleged equitable share of the liability of all PRPs to the EPA and the NJDEPE for the clean-up
and related costs of this site. The Debtor sought to disallow these Claims pursuant to Section 502(e)(l)(A) and/or (B) of the
Bankruptcy Code. Certain claimants failed to oppose the objection and the Debtor has sought or will seek disallowance of
their Claims by default. Other claimants opposed the objection, and the Debtor reached an agreement in principle to settle
these Claims for the sum of $40,000.
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o. Scientific Chemical Processing Site in Carlstadt, New Jersey: This category consists of Claims of
approximately 37 PRPs for contribution for the Debtor's alleged equitable share of the common liability of all PRPs to the
EPA and NJDEPE for the clean-up and related costs of this site. The Debtor has sought to disallow these Claims pursuant to
Section 502(e)(l)(B) of the Bankruptcy Code. The Debtor has reached an agreement in principle to settle these Claims for
$175,000.

p. Livermore, California Sites—Direct Claims: This category consists of Claims filed by the California Regional
Water Quality Control Board ("RWQCB") in the amount of $2,342,000 for the clean-up and related costs associated with
two adjacent properties in Livermore, California. The RWQCB had issued a clean-up and abatement order regarding these
sites. The Debtor owns one of the sites and had sold the second in 1979. The Debtor has sought to disallow this Claim in
whole or in part pursuant to Section 502(b) of the Bankruptcy Code. The Debtor's objection to this Claim is pending before
die Bankruptcy Court, and settlement discussions are underway.

q. Livermore, California Sites—F & P Properties, Inc.: This category consists of a Claim filed by F&P Properties,
Inc. ("F&P"), the owner of the Livermore property adjacent to the Debtor's site in the amount of $1.29 million. The Claim
asserts fraud, intentional interference, and promissory estoppel. F&P contends that the Debtor sold the property to F&P's
grantors, Donald and Suzanne Smith (the "Smiths"), in 1979 and is responsible for various damages caused by alleged
deposits of Hazardous Materials on the property prior to 1979. The Debtor has sought to disallow this Claim pursuant to
Section 502(e)(l)(A) and/or (B) of the Bankruptcy Code. The Debtor's objection to this Claim is pending before the
Bankruptcy Court, and settlement discussions are underway.

r. Livermore, California Sites—Smiths: This category consists of a $5,000,000 Claim filed by the Smiths
(purchasers of the F&P property from the Debtor in 1979). The Smiths' Claim asserts that the Debtor breached a settlement
agreement with the Smiths by failing to execute an agreed draft settlement agreement in an action brought by F&P against the
Debtor and the Smiths. The Debtor has sought to disallow this Claim pursuant to Section 502(e)(l)(A) and/or (B) of the
Bankruptcy Code. The Debtor's objection to this Claim is pending before the Bankruptcy Court, and settlement discussions
are underway.

s. Lodi, New Jersey: This category consists of all Environmental Claims arising in connection with the Lodi, New
Jersey property formerly owned by the Debtor including, without limitation, the Claims filed by Fine Organics, but does not
include any Claim of Barclays Bank PLC under its Letter of Credit and Reimbursement Agreement. Fine Organics purchased
the Lodi, New Jersey property from the Debtor on March 31, 1986 by delivering cash plus a note which has not been paid. In
connection with the sale, the Debtor entered into an administrative order on consent with the NJDEPE for the clean-up of the
site. The Debtor estimates that the completion of the clean-up of the Lodi site will cost no more than $4 million. The order is
secured by a $4 million letter of credit issued by Barclays, which amount is consistent with the Debtor's estimate of
remediation costs. Fine Organics claims that the Debtor has not remediated the site. Fine Organics also contends that the cost
of the remediation is $12.4 million based on an estimate it commissioned in October 1994. The Debtor's engineering expert
disputes this estimate as inappropriate, speculative and inconsistent with New Jersey statutory requirements and NJDEPE
procedures for estimating remediation costs, and recently reaffirmed its estimate of the remediation costs. Fine Organics seeks
$10,727,000 in alleged actual damages (including the purchase price of the property, consequential damages, and the alleged
cost of compliance with the consent order). Fine Organics also claims that it is entitled to treble damages under N.J.S.A.
58:10-23.11, or $32,181,000. The Debtor believes that it has complied with the consent order except to the extent that Fine
Organics has prevented it from doing so, which Fine Organics disputes. The Debtor is prepared to complete the clean-up in
accordance with the consent order. The Debtor and Fine Organics are now in litigation in the Bankruptcy Court over these
issues. See IV.L., "Events During the Chapter 11 Case, Fine Organics Litigation." The Debtor has sought to disallow the Fine
Organics Claim pursuant to Section 502(b) and (e)(l)(B) and/or 502(b) of the Bankruptcy Code. The Debtor's objection is
pending before the Bankruptcy Court.

t. The Debtor's former facility in Zeeland, Michigan—Contribution Claim: This category consists of a proof of
claim filed by Cambrex Corporation, the owner of the Debtor's former facility in Zeeland, Michigan, asserting contingent
contract claims for contribution for the Debtor's alleged equitable share of the common liability for the clean-up and related
costs of that facility. The Debtor intends to seek to disallow this Claim pursuant to Section 502(b) and (e)(l)(B) and/or
502(b) of the Bankruptcy Code.

The Debtor does not believe there are any other Claims in Class 7 except as described above.

The Plan provides that unless otherwise provided by a stipulation and order, each Environmental Claim that is not disallowed
pursuant to a Final Order shall be reinstated and rendered unimpaired pursuant to Section 1124(1) of the Bankruptcy Code.

Class 7 is unimpaired by the Plan. Accordingly, each holder of an Allowed Environmental Claim in Class 7 is conclusively
presumed to accept the Plan and is not entitled to vote to accept or reject the Plan.
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9. Class 8—Intercompany Claims. 3,

Class 8 consists of Intercompany Claims. Class 8A consists of the Hexcel Lyon Claim which shall be Allowed in the amount
of $2,613,000. On the Effective Date, the holder of the Allowed Hexcel Lyon Claim shall receive the Hexcel Lyon Note in the
principal amount of the Allowed Hexcel Lyon Claim which will be due on demand at any time after December 31, 1998, and will
bear interest payable semi-annually in arrears at the rate of 6.9% per annum from the Effective Date.

Class 8B consists of Other Intercompany Claims, which shall be allowed in the aggregate amount of $366,000. Each holder of \
an Allowed Other Intercompany Claim shall receive Cash in an amount equal to such holder's Allowed Other Intercompany Claim
on demand at any time after December 31, 1998.

Class 8 is impaired under the Plan. Holders of Allowed Class 8 Claims are entitled to vote to accept or reject the Plan.
r

10. Class 9—Subordinated Debenture Claims.

Class 9 consists of all Claims arising under or related to that certain Indenture dated as of August 1, 1986 between Hexcel and
The Bank of California, Trustee Re: 7% Convertible Subordinated Debentures due 2011. As of the Commencement Date, the
principal amount of the Subordinated Debentures outstanding was $25,625,000 and the accrued interest was approximately
$638,000. Interest (including compound interest on payments due on February 1, 1994 and August 1, 1994 at the contract rate)
totalling $2,002,069.30 accrued from the Commencement Date through the Effective Date (assuming an Effective Date of
January 1, 1995).

On the Effective Date, the Subordinated Debentures shall be Reinstated and rendered unimpaired. All interest which has
accrued and is payable through the last interest payment date prior to the Effective Date, including compound interest on overdue
payments at the contract rate (totalling $1,881,753.30 assuming an Effective Date of January 1, 1995) or such other rate, if any, as
determined by the Bankruptcy Court to render the Subordinated Debentures unimpaired, will be paid, and the conversion price for
the Subordinated Debentures will be adjusted as required under the terms of the relevant indenture to reflect the issuance of the
Rights. The conversion price adjustment will depend upon the number of shares of Common Stock outstanding immediately prior
to the Effective Date and the average market value of the Common Stock for the ten (10) consecutive Business Days preceding the
Effective Date. Assuming that there are 7,309,827 shares of Common Stock outstanding at that time and that the average market
value of the Common Stock for the relevant ten (10) day period is $5.00 per share, then the Proponents estimate that the conversion
price will be adjusted from $31.87 per share to $30.56 per share. Assuming the same number of shares but an average market value
of $8.00 per share, then the Proponents estimate that the conversion price will be adjusted to $24.50 per share. The Plan also
provides that the Debtor will assume all obligations under the Subordinated Debenture Indenture and pay them in the ordinary
course of business, including without limitation the obligation pursuant to the Subordinated Debenture Indenture to pay the|
indenture trustee thereunder reasonable compensation and its reasonable expenses and disbursements, and the reasonable fees, i
expenses and disbursements of its counsel (the reasonableness of same to be determined by the Bankruptcy Court in accordance f
with the terms of the Subordinated Debenture Indenture). Holders of Allowed Class 9 Subordinated Debenture Claims are I
unimpaired and are not entitled to vote to accept or reject the Plan. [

|
11. Class 10—Section 510(b) Hexcel Common Stock Trading Claims. [

Class 10 consists of any Claim (a) arising from rescission of a purchase or sale of shares of Hexcel Common Stock, (b) for
damages arising from the purchase or sale of shares of Hexcel Common Stock, or (c) for reimbursement or contribution allowed
under Section 502 of the Bankruptcy Code on account of a Claim described in clauses (a) or (b) of this Section V.B.I 1, other than a
Claim for reimbursement or contribution described in Section 7.2 of the Plan.

The only asserted Claim in Class 10 arises out of three civil actions filed against the Debtor and certain of its officers in
December 1992 which were consolidated into a single action in the U.S. District Court in the Northern District of California
entitled In re Hexcel Securities Litigation, Master File No. C-92-4811-SBA. The claimants, the plaintiffs in that action, are seeking
to have the case declared a class action on behalf of all persons who purchased or otherwise acquired shares of Hexcel Common
Stock between February 4, 1992 and December 11, 1992. They seek recovery of damages from the Debtor and other defendants for
claimed violations of various securities laws purportedly caused by issuance of information to the public which is alleged to have
been materially false and misleading when made in that it failed to disclose material adverse facts that allegedly operated to
artificially inflate the market value of the Hexcel Common Stock. Hexcel has denied the material allegations of these complaints.

Each holder of an Allowed Class 10 Section 510(b) Common Stock Trading Claim shall be entitled to receive, on the
Effective Date, such holder's ratable share of $200,000 worth of shares of Reorganized Hexcel Common Stock valued at a price
equal to the average of the daily average trading prices of Reorganized Hexcel Common Stock for the 20 trading days commencing
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30 calendar days following the Subscription Rights Expiration Date. No distributions will be made to holders of Allowed Claims in
Class 10 until all of the Allowed Claims in Class 10 and the holders thereof have been determined.

in

-he; Pursuant to a Stipulation and Order dated November 9, 1994, the Proponents and the claimants agreed that subject to the Plan
being confirmed, the claimants' Claim shall be allowed in the amount of $200,000 and be deemed fully satisfied by receipt of the
distribution proposed by the Plan, and therefore that the claimants are unimpaired, are conclusively presumed to accept the Plan as
holders of Class 10 Claims and are not entitled to vote to accept or reject the Plan.

o
im

12. Class 11—Hexcel Common Stock Interests.

Class 11 consists of Equity Interests in Hexcel evidenced by the shares of Common Stock, par value $.01 per share, of Hexcel,
including all Preferred Stock Rights. Holders of Equity Interests in Hexcel owned 7,309,827 shares of Hexcel Common Stock as of
September 30, 1994. Class 11 is impaired. Holders of record of Hexcel Common Stock on the date the order approving the
Disclosure Statement was entered are entitled to vote to accept or reject the Plan.

Each holder of record of Hexcel Common Stock as of the close of business on the Effective Date shall receive, in exchange for
each share of Hexcel Common Stock, (i) one share of Reorganized Hexcel Common Stock and (ii) 1.21273 Basic Subscription
Rights together with the appurtenant Oversubscription Rights. Fractional shares of Reorganized Hexcel Common Stock and
fractional Basic Subscription Rights shall be treated in accordance with Section 6.2(f) of the Plan.

Each Basic Subscription Right will entitle the holder to purchase one share of Reorganized Hexcel Common Stock at an
exercise price of $4.625 per share, payable in Cash, in accordance with the Rights Plan. In addition, under the Rights Plan if any
holder of record of Hexcel Common Stock as of the close of business on the Effective Date exercises all of the Basic Subscription
Rights received from Hexcel pursuant to the Plan (each such holder, an "Eligible Rights Holder"), such holder will have the right
to exercise his Oversubscription Rights and thereby subscribe for, at a purchase price of $4.625 per share, all or a portion of the
shares of Reorganized Hexcel Common Stock, if any, which are in the Stockholder Pool, subject to Proration. If the aggregate
number of shares subscribed for by. Eligible Rights Holders pursuant to the exercise of their Oversubscription Rights exceeds the
number of shares in the Stockholder Pool, the number of shares each Eligible Rights Holder will be entitled to purchase will be
subject to Proration. The Stockholder Pool will include 75% of the excess, if any, of (i) the number of shares of Reorganized
Hexcel Common Stock subject to unexercised Basic Subscription Rights over (ii) 108,108. The Basic Subscription Rights and the
Oversubscription Rights will be exercisable during the period commencing 15 days after the Effective Date and ending on the first
business day which occurs not less than 45 days after the Effective Date.

Certificates representing the Rights ("Subscription Certificates") will be distributed on or as soon as practicable after the
Effective Date, but not later than 15 days after the Effective Date. The Reorganized Hexcel Common Stock issuable on exercise of
any Rights will be issued as soon as is practicable following the expiration date for the exercise of those Rights.

The principal terms of the Rights are as follows:

(i) Authorization: Approximately 8,864,865 Basic Subscription Rights, each exercisable to purchase one share of
Reorganized Hexcel Common Stock.

(ii) Subscription Price: $4.625 per share of Reorganized Hexcel Common Stock,

(iii) Voting: No voting rights.

(iv) Expiration: The Basic Subscription Rights may be exercised only during the period commencing 15 days after the
Effective Date and ending at 5:00 p.m. Eastern Standard Time on the first business day which occurs not later than 45 days
after the Effective Date.

(v) Transferability: The Basic Subscription Rights will be transferable subject to compliance with applicable federal
and state securities laws. The Oversubscription Rights are not transferable.

(vi) Oversubscription Rights: Each Eligible Rights Holder will have the right to subscribe for the shares of Reorganized
Hexcel Common Stock, if any, which are in the Stockholder Pool in accordance with the terms of the Rights Plan. The number
of shares of Reorganized Hexcel Common Stock which each Eligible Rights Holder will be able to purchase through the
exercise of the Oversubscription Right will depend upon the size of the Stockholder Pool and will be subject to Proration in
the event that the aggregate number of shares subscribed for through the exercise of Oversubscription Rights exceeds the
number of shares in the Stockholder Pool. Proration will be accomplished by following the procedures set forth in the Rights
Plan, which basically apportion the shares among the exercising Eligible Rights Holders in proportion to the number of Basic
Subscription Rights exercised by each.
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All restrictions applicable to the outstanding restricted Common Stock issued pursuant to the Stock Option Plan will apply to
the Reorganized Hexcel Common Stock issued with respect thereto, but such restrictions will not apply to any Rights issued with
respect thereto or Reorganized Hexcel Common Stock issued upon the exercise of such Rights.

13. Class 12—Hexcel Options.

Class 12 consists of Hexcel Options to purchase Hexcel Common Stock and all other rights and awards issued pursuant to the
Stock Plan, other than any restricted Common Stock awarded thereunder (which shares are included in Class 11). As of
December 31, 1993, there were outstanding Hexcel Options to purchase 473,747 shares of Hexcel Common Stock (i.e., 533,475
Hexcel Options), with exercise prices ranging from $5.08 to $32.06.

Class 12 is unimpaired. The Plan provides that holders of issued and vested Hexcel Options in Class 12 shall retain their
Hexcel Options. The Proponents reserve the right to modify the Plan to provide Reorganized Hexcel with an option, at its sole
discretion, to make any distributions to the holders of Options in Cash in an amount equal to the fair market value of the Options.
On the Effective Date, the Stock Option Plan shall be cancelled and terminated, except that the provisions of the Stock Plan
applicable to outstanding Options and restricted Common Stock shall remain in effect and shall apply to such Options and the
Reorganized Hexcel Common Stock issued with respect to such Options and restricted Common Stock.

The holders of Claims in Class 12 are conclusively presumed to have accepted the Plan as holders of Class 12 Claims and are
not entitled to vote to accept or reject the Plan.

B. Summary of Other Provisions of the Plan. \
I

The following paragraphs summarize certain other significant provisions of the Plan. The Plan should be referred to for the j
complete text of these and other provisions of the Plan. f

j
I

1. Reorganized Hexcel Common Stock and Rights. j

j
Pursuant to the Plan, Reorganized Hexcel shall have authority to issue 40,000,000 shares of Reorganized Hexcel Common i

Stock. 7,309,827 shares of Common Stock are currently outstanding and will, without the necessity for any further action by the i
Record Holder thereof or Reorganized Hexcel, be cancelled and exchanged for one validly issued, fully paid and nonassessable |
share of Reorganized Hexcel Common Stock. In addition, 1,945,946 shares will be issued to Mutual Series pursuant to the Standby I
Purchase Commitment, 108,108 shares will be issued to John J. Lee pursuant to his commitment to purchase such shares, and an j
additional 8,756,757 to 8,864,865 shares (depending on how many Basic Subscription Rights expire unexercised) will be issued
upon exercise of the Rights or, to the extent the Rights are not exercised, to Mutual Series pursuant to the Standby Purchase
Commitment. Finally, $200,000 worth of shares of Reorganized Hexcel Common Stock at a price to be determined after the
Effective Date will be issued to holders of Allowed Claims in Class 10 pursuant to the Plan.

Under the Restated Certificate of Incorporation and By-Laws of Reorganized Hexcel, copies of which are annexed to the Plan
as Exhibits C and D, respectively, holders of the Reorganized Hexcel Common Stock will be entitled to receive such dividends as
may be declared from time to time by the Board of Directors of Reorganized Hexcel out of assets available therefor, after payment
of dividends required to be paid on outstanding preferred stock, if any. See Section X, "Certain Risk Factors To Be Considered."
In the event of the liquidation, dissolution or winding up of Reorganized Hexcel, the holders of Reorganized Hexcel Common
Stock will be entitled to share ratably in all assets remaining after payment of liabilities, subject to the prior distribution rights of
the holders of preferred stock then outstanding, if any. The Reorganized Hexcel Common Stock will have no preemptive or
conversion rights and will not be subject to further calls or assessments by Reorganized Hexcel. The Reorganized Hexcel Common
Stock will, upon issuance, pursuant to the Plan, be duly authorized, validly issued, fully paid and nonassessable.

Holders of Reorganized Hexcel Common Stock will be entitled to one vote per share on all matters to be voted upon by the
stockholders. Holders of a plurality of the shares voting for the election of directors can elect all of the directors since the holders of
Reorganized Hexcel Common Stock will not have cumulative voting rights. For a more detailed description of the process by
which Reorganized Hexcel will elect its Board of Directors, see Section VII.A.l, "Management of the Reorganized Debtor, Board
of Directors and Management, Composition of the Board of Directors." Certain significant matters will require the approval of the
holders of a majority of the outstanding shares of Reorganized Hexcel Common Stock to the extent required by Delaware law. See
Section V.B.10, "The Plan of Reorganization, Summary of Other Provisions of the Plan, Restatement of the Debtor's Certificate of
Incorporation and Bylaws."
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2. The Standby Purchase Commitment.

The Plan is premised on the Standby Purchase Commitment to purchase any shares of Reorganized Hexcel Common Stock
not subscribed to in the Rights Plan by existing stockholders. On October 24, 1994 (the "Execution Date"), Hexcel and the Equity
Committee entered into the Standby Purchase Commitment with Mutual Series.

Mutual Series is a diversified open-end management investment company registered under the Investment Company Act of
1940 and is headquartered in Short Hills, New Jersey. Mutual Series is organized as a series fund with four series currently
available. Heine Securities Corporation ("Heine") serves as each series' investment advisor. Michael F. Price is Chairman of the
Board and President of Mutual Series, and Chairman, President, Chief Operating Officer and sole shareholder of Heine. Edward J.
Bradley is Treasurer and Chief Financial and Accounting Officer of Mutual Series and Heine. Peter A. Langerman is Executive
Vice President of Mutual Series and a Research Analyst with Heine. Elizabeth N. Cohernour is General Counsel and Secretary of
Mutual Series and Heine. Lawrence N. Sondike is Vice President of Mutual Series and a Research Analyst with Heine.

The following description of certain provisions of the Standby Purchase Commitment is qualified in its entirety by reference
to the full text of that document, which is annexed as Exhibit B to the Plan.

a. Stock Purchase and Advance. Under the Standby Purchase Commitment and subject to the satisfaction of its
conditions, on the Effective Date, Mutual Series will purchase 1,945,946 shares of Reorganized Hexcel Common Stock at a
purchase price of $9 million (or $4.625 per share) and will, upon receipt of a $500,000 commitment fee from Reorganized Hexcel,
advance $41 million (the "Advance") to Reorganized Hexcel which will bear interest at the Federal Funds Rate (based on the
offered quote published each day in The Wall Street Journal). The Advance will be secured by a security interest in the proceeds
from the Rights Offering. Promptly following the expiration of the Rights Offering, a closing (the "Second Closing") will be held
at which the Advance and the interest will be due and Mutual Series will purchase, at a price of $4.625 per share, (i) 25% of the
excess of the number of shares of Reorganized Hexcel Common Stock subject to unexercised Basic Subscription Rights over the
108,108 shares which will be sold to John J. Lee, and (ii) any shares of Reorganized Hexcel in the Stockholder Pool which were
not purchased pursuant to the exercise of Oversubscription Rights.

b. General Terms and Conditions. The Standby Purchase Commitment requires that as a condition to Mutual Series'
obligation to purchase shares and to make the Advance on the Effective Date, Hexcel make certain representations and warranties
to Mutual Series including, but not limited to, representations covering such matters as (i) due organization of Hexcel, (ii) due
authorization, validity and binding nature of the Standby Purchase Commitment, the note evidencing the Advance and all related
instruments and agreements and the performance of Hexcel's obligations thereunder, (iii) due authorization and validity of the
Rights, (iv) due authorization, issuance, delivery and nonassessability of the shares to be issued to Mutual Series pursuant to the
Standby Purchase Commitment, (v) the lack of conflicts between the performance by Hexcel of the Standby Purchase Commitment
and related instruments and agreements and the consummation of the transactions contemplated thereby with corporate documents,
instruments and agreements to which Hexcel is a party, judgments, orders, applicable laws, etc., and (vi) the accuracy of specified
financial statements, securities disclosure documents and the Disclosure Statement. The representations and warranties set forth in
the Standby Purchase Commitment will survive for a period of 18 months after the Second Closing to be held under the Standby
Purchase Commitment (which will occur shortly after the Subscription Rights Expiration Date). The Equity Committee and Hexcel
have agreed to indemnify Mutual Series for any losses, liabilities, obligations, damages, costs and expenses based upon or resulting
from any misrepresentation or breach of warranty on the part of Hexcel under the Standby Purchase Commitment or from any
reversal, modification or amendment to the confirmation order (except for modifications and amendments consented to by Mutual
Series).

The Standby Purchase Commitment may be terminated and the transactions it contemplates may be abandoned at any time
prior to the Effective Date under any of the following circumstances:

a. Mutual Series, Hexcel and the Equity Committee agree in writing to such termination; or

b. Mutual Series is not in breach of its obligations under the Standby Purchase Commitment in any material respect and
(i) either Hexcel or the Equity Committee has materially breached its obligations under the Standby Purchase Commitment,
(ii) Mutual Series elects in a written notice to terminate by reason of such breach, and (iii) such breach has remained uncured
for more than ten days after Mutual Series has given notice of such breach; or

c. Hexcel and the Equity Committee are not in breach of their obligations under the Standby Purchase Commitment in
any material respect and (i) Mutual Series has materially breached its obligations under the Standby Purchase Commitment,
(ii) Hexcel and the Equity Committee jointly elect in a written notice to terminate by reason of such breach, and (iii) such
breach has remained uncured for more than ten days after Hexcel and the Equity Committee have jointly given notice of such
breach; or
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d. Mutual Series elects in a written notice to terminate by reason of non-satisfaction on the Effective Date of (i) the
condition described below referring to the entry of a Confirmation Order on or before February 28, 1995 or any later date
consented to by Mutual Series, or (ii) any of the other conditions to closing described above; or

e. Mutual Series elects in a written notice to terminate by reason of the Bankruptcy Court not having (i) determined
within 25 days after the Execution Date that the break-up fee, overbid and expense reimbursement provisions of the Standby
Purchase Commitment (described below) should be approved subject only to the entry of an appropriate order or (ii) entered
an order (the "Approval Order") in form and substance satisfactory to Mutual Series and its counsel authorizing the break-up
fee, overbid and expense reimbursement provisions on or prior to the 30th day following the Execution Date; or

f. Mutual Series elects in a written notice to terminate by reason that, after entry of the Approval Order, the Approval
Order is reversed, revoked, voided, modified without Mutual Series' consent or stayed by an order of a court of competent
jurisdiction.

In the case of d.(i) and e. above, Mutual Series can only elect to terminate by written notice within 10 business days after the
occurrence of the event which gives rise to Mutual Series' right of termination.

Hexcel is required to pay Mutual Series a break-up fee equal to $350,000 less all amounts paid by Hexcel as expense
reimbursements to Mutual Series in the event that the transaction with Mutual Series is not consummated and an "Acquisition
Transaction" occurs during the pendency of Hexcel's bankruptcy case. For purposes of the Standby Purchase Commitment, an
"Acquisition Transaction" means (i) any business combination involving Hexcel or either Hexcel S.A. (a Belgian corporation) or
Hexcel S.A. (a French corporation), including without limitation (A) the disposition of any business currently conducted by Hexcel
or either of such subsidiaries and which represents sales in excess of ten percent (10%) of Hexcel's consolidated sales for 1993, or
(B) the sale of assets of Hexcel and/or its subsidiaries for $40 million or more in a single transaction or series of related
transactions, excluding in the case of both (A) and (B) the sale of Hexcel's EMT Business and related assets to Northrop and the
sale of Hexcel's domestic and European resins business, and (ii) any sale or issuance of a more than five percent (5%) equity
interest in Hexcel or either of such subsidiaries, other than the issuance by Hexcel of equity (A) in exchange for existing
indebtedness of Hexcel anoVor-(B) to holders of existing common stock on a pro rata basis. A termination of the Standby Purchase
Commitment by Hexcel in the event that it receives a more favorable proposal is also considered an Acquisition Transaction.
Mutual Series will not be entitled to payment of the break-up fee if it is in material breach of the Standby Purchase Commitment, or
if Hexcel, Mutual Series and the Equity Committee mutually agree in writing to a termination of the Standby Purchase
Commitment. The Standby Purchase Commitment also provides for an overbid procedure, pursuant to which there is a requirement
that any proposal on substantially the same terms contemplated by the Standby Purchase Commitment be of a value of at least
$5.125 per share.

Finally, Hexcel has agreed to reimburse Mutual Series for its out-of-pocket expenses (including reasonable fees and expenses
of its counsel and other professionals) in connection with the negotiation, documentation and implementation of the Standby
Purchase Commitment, the Registration Rights Agreement and a predecessor agreement between Mutual Series and Hexcel dated
July 27, 1994, including Mutual Series' due diligence expenses and Mutual Series' expenses relating to, resulting from or arising
out of any claim, action or proceeding commenced or asserted in the Chapter 11 Case, provided that if the Standby Purchase
Commitment is terminated (whether or not the break-up fee is payable), the aggregate amount of the break-up fee and such
reimbursement will be limited to $350,000. The expense reimbursement is payable at the closing under the Standby Purchase
Commitment or on termination of the Standby Purchase Commitment, except that no expense reimbursement is payable to Mutual
Series in the event of a material breach of the Standby Purchase Commitment by Mutual Series which permits Hexcel and the
Equity Committee to terminate the Standby Purchase Commitment pursuant to its terms.

Mutual Series' obligations to consummate the first closing under the Standby Purchase Commitment are subject to a number
of important conditions, including but not limited to the following:

(a) the Bankruptcy Court shall have entered an order confirming the Plan which order shall not have been stayed and all
conditions to the effectiveness of the Plan shall have been met or waived (and any such waiver shall have been consented to by
Mutual Series) prior to February 28, 1995 or such later date to which Mutual Series consents;

(b) upon the effectiveness of the Plan, certain categories of Hexcel's pro forma indebtedness (including both the current and
long term portions of its long term debt, the Exit Financing Facility and the nondiscounted estimate of environmental liabilities and
reserve for litigation) do not in the aggregate exceed $120 million (as reflected in the Projected Financial Information, the
aggregate of these items is projected to be approximately $106 million on the Effective Date);

(c) there shall have occurred no material adverse change from the business, operations, properties, assets or liabilities (actual
or contingent) subsequent to July 3, 1994 through and including the Effective Date;

(d) the delivery by Hexcel of a certificate containing the representations and warranties generally described above;
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Ce") Hexcel shall have executed and delivered the Registration Rights Agreement described below;
ate; v '

iec)
[by
red

| (f) all applicable waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, shall have
I expired or been terminated; and

(g) Hexcel shall have entered into an agreement with Northrop reasonably satisfactory to Mutual Series for the sale of the
EMT Business to Northrop for a purchase price of approximately $30 million and such transaction shall have been closed.

-up
The Plan provides that Hexcel and Reorganized Hexcel will perform their obligations under the Standby Purchase

Commitment in accordance with its terms, including, without limitation, issuing all shares of Reorganized Hexcel Common Stock

the

and making all required payments to Mutual Series as provided therein.val
ent

Should Mutual Series default in its obligations hereunder, Hexcel and the Equity Committee shall be entitled to assert a claim
for damages, including damages for breach of contract resulting therefrom, if any, including, without limitation, any reasonable
expense incurred in connection therewith; provided however, that any such damages shall not exceed the amount of the aggregate
purchase price for the total shares to be purchased by Mutual Series.

3. The Registration Rights Agreements.

One condition to Mutual Series' obligation to close under the Standby Purchase Commitment is that Hexcel enter into a
Registration Rights Agreement (the "Registration Rights Agreement"). The following description of certain provisions of the
Registration Rights Agreement is qualified in its entirety by reference to the full text of that document, which is annexed as part of
Exhibit B to the Plan. The Registration Rights Agreement will give Mutual Series the right to demand that Hexcel effect the
registration for public sale under the Securities Act of 1933, as amended, of the Reorganized Hexcel Common Stock received by
Mutual Series pursuant to the Standby Purchase Commitment (the "Registrable Securities"). If Mutual Series' investment is less
than $30 million, Mutual Series will be entitled to compel registration up to three times during the five-year period commencing on
the Second Closing date under the Standby Purchase Commitment, and, if its investment is $30 million or more, it may compel
registration up to five times during such five-year period. Mutual Series may not compel registration more than once during any
180-day period. Further, Mutual Series may only compel registration with respect to sales representing the greater of (i) ten percent
(10%) of the original amount of Registrable Securities issued to Mutual Series, or (ii) twenty percent (20%) of the then outstanding
Registrable Securities (excluding certain securities which were previously registered or sold), provided, however, that Mutual
Series may always compel registration with respect to sales of all of the Registrable Securities then held by it. In addition, Mutual
Series will be entitled to certain "piggyback" registration rights in connection with certain registrations of securities by Hexcel
during such five-year period.

The Registration Rights Agreement also provides that if John J. Lee purchases the 108,108 shares of Reorganized Hexcel
Common Stock and agrees to be bound by the Registration Rights Agreement, he will be entitled to "piggyback rights" similar to
those granted to Mutual Series and will have the right to participate in any demand registration requested by Mutual Series.

Pursuant to the Plan, Hexcel will also enter into a registration rights agreement (the "Affiliates Registration Rights
Agreement") with and for the benefit of any person who, on the Effective Date, either (i) is a director or "executive officer" (as
such term is defined in Rule 405 under the Securities Act of 1933, as amended) of Hexcel, or (ii) beneficially owns ten percent
(10%) or more of the issued and outstanding shares of Reorganized Hexcel Common Stock ("Affiliated Holders"). The Affiliates
Registration Rights Agreement grants certain "piggyback" registration rights in connection with certain registrations of securities
by Hexcel during the three year period commencing on the Effective Date, to any Affiliated Holder who, at the time Hexcel
proposes to effectuate such registration, is either (a) a director or an "executive officer" (as such term is defined under the
Securities Act of 1933, as amended) of Hexcel, or (b) beneficially owns at least ten percent (10%) of the outstanding shares of
Reorganized Hexcel Common Stock authorized to vote in an election of directors.

The foregoing description of the Affiliates Registration Rights Agreement is qualified in its entirety by reference to the full
text of that document, which is annexed to the Plan as Exhibit E.

4- Conditions Precedent to the Plan.

The Plan will not become effective unless and until: (i) the Bankruptcy Court shall have entered a Confirmation Order in form
satisfactory to the Proponents providing, inter alia, that the Standby Purchase Commitment is a valid, legal and binding obligation
of Reorganized Hexcel; that all securities to be issued to holders of Claims and Interests pursuant to the Plan, and all securities
issuable upon the exercise of Rights issued pursuant to the Plan, are exempt from registration pursuant to Section 1145 of the
Bankruptcy Code; that all defaults, if any, under the IDRBs are cured and the IDRBs are Reinstated and tax-exempt to Reorganized
Hexcel and the holders thereof; that all defaults, if any, under the Subordinated Debentures are cured and the Subordinated
Debentures are Reinstated, and such order shall have become a Final Order; (ii) Reorganized Hexcel shall have received the Exit
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Financing Facility to provide Reorganized Hexcel with working capital sufficient to meet its ordinary and peak working capita]
requirements, as reasonably determined by the Proponents and Mutual Series; (iii) the first closing under the Standby Purchase
Commitment shall have occurred; and (iv) the Reorganized Hexcel Common Stock shall have been listed on the New York Stock
Exchange subject to official notice of issuance. In the event that any of the conditions precedent specified in the Plan has not been
satisfied or waived on or before 60 days after the Confirmation Date, the Proponents may, upon notification submitted by them to
the Bankruptcy Court and counsel for the Creditors' Committee, terminate the Plan, in which event (a) the Confirmation Order will
be vacated, (b) no distributions will be made under the Plan, (c) the Debtor and all holders of Claims and Equity Interests will be
returned to the status quo ante and (d) all of the Debtor's obligations with respect to the Claims and Equity Interests will remain
unchanged.

5. Time and Method of Distributions Under the Plan.

Except for distributions to be made to holders of Subordinated Debentures and Common Stock, all distributions under the Plan
will be made by Reorganized Hexcel to the holders of each Claim as set forth in the Claims Register maintained by the Bankruptcy
Court and Poorman-Douglas, as the official claims agent, as of the Effective Date.

All payments to be made to holders of Subordinated Debentures under the Plan will be made by Reorganized Hexcel to the
indenture trustee for such Debentures. Distributions of Rights under the Plan will be made directly to holders of Common Stock.
All distributions of Reorganized Hexcel Common Stock to be made to holders of Common Stock under the Plan will be made by
Reorganized Hexcel to the transfer agent for the Common Stock.

Any payment of Cash made by Reorganized Hexcel pursuant to the Plan will be made by check drawn on a domestic bank,
and shall be deemed made when the check is transmitted. Any payment or distribution required to be made under the Plan on a day
other than a Business Day shall be due on the next succeeding Business Day. All payments or distributions due on the Effective
Date shall be made thereon or as soon as practicable thereafter, but in no event later than ten (10) calendar days after the Effective
Date. Reorganized Hexcel will make payment by wire transfer to any Class 5 creditor whose Allowed Claims equal or exceed
$500,000 upon receipt of written instructions from such creditor not later than five (5) Business Days prior to the Effective Date.
Reorganized Hexcel shall be entitled to rely upon such wire transfer instructions, provided that Reorganized Hexcel has made
reasonable inquiry to confirm the validity of such request. If Reorganized Hexcel is not reasonably assured of the validity of such
request, Reorganized Hexcel in its sole discretion can made such payment by check. Payment of Cash less than one hundred dollars
need not be made by Reorganized Hexcel to any creditor unless a request therefor is made in writing to Reorganized Hexcel within
one year of the Effective Date. No fractional shares of Reorganized Hexcel Common Stock, fractional Rights or Cash in lieu
thereof will be distributed.

6. Record Date for Distribution of Securities and Cancellation and Exchange of Common Stock.

The record date for distribution of Rights will be the Effective Date. At the close of business on the Effective Date, each
issued and outstanding share of Common Stock held of record will automatically, without any further action by the record holder
thereof or by Reorganized Hexcel, be cancelled and exchanged for one validly issued, fully paid and nonassessable share of
Reorganized Hexcel Common Stock (and each share of Common Stock held as a treasury share will automatically, without any
further action by Reorganized Hexcel, be cancelled and exchanged for one such treasury share). Each certificate for shares of
Common Stock outstanding immediately prior to the Effective Date will on and after the Effective Date represent the number of
shares of Reorganized Hexcel Common Stock into which such shares have been reclassified on the Effective Date pursuant to the
Plan. Any record holder of Hexcel Common Stock on the Effective Date may, at any time after the Effective Date, receive a new
certificate representing his shares of Reorganized Hexcel Common Stock by surrendering to the transfer agent his old certificates
representing an equivalent number of shares of Common Stock, or, in the event of the destruction, loss, mutilation or theft of such
old certificate, at the transfer agent's or Reorganized Hexcel's option, an affidavit of such holder in accordance with Article 8 of
the Uniform Commercial Code and/or, if requested in Reorganized Hexcel's reasonable judgment, a surety bond, the amount and
form of which shall be satisfactory to Reorganized Hexcel and the transfer agent, from a surety company satisfactory to
Reorganized Hexcel and the transfer agent. As soon as practicable after such surrender or such delivery of such affidavit and such
furnishing of a bond as provided herein, the transfer agent will distribute to each holder of a new certificate representing an
appropriate number of shares of Reorganized Hexcel Common Stock.
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7. Executory Contracts and Unexpired Leases.

The Bankruptcy Code gives the Debtor the power, subject to the approval of the Bankruptcy Court, to assume or reject
t0c executory contracts and unexpired leases. If an executory contract or other unexpired lease is rejected, the other party to the
)eei agreement may file a claim for damages incurred by reason of the rejection. In the case of rejection of leases of real property, such
n 'I damage claims are subject to certain limitations imposed by the Bankruptcy Code. Pursuant to the Plan, all unexpired real property
w'f leases which exist between the Debtor and any person are deemed assumed as of the Effective Date, except for any unexpired lease
1 tt /j) which has been rejected pursuant to a Bankruptcy Court order entered on or prior to the Confirmation Date, or (ii) for which a

motion for approval to reject such lease has been filed and served on or prior to the Confirmation Date.

The Plan provides that all executory contracts and leases existing between the Debtor and any party (other than certain
employee-related matters) are to be assumed as of the Effective Date unless the executory contract or lease (i) has been rejected
pursuant to a Bankruptcy Court order entered on or prior to the Confirmation Date, (ii) is set forth on Schedule 7.1(a) to the Plan, or
(iii) is the subject of a motion for the rejection of such contract filed and served on or prior to the Confirmation Date. The executory
contracts set forth in Schedules 7.1(a) and 7.3 of the Plan will be rejected as of the Effective Date. The Debtor shall pay all amounts
that have come due and owing on or before the Effective Date with respect to obligations under assumed executory contracts and
leases immediately upon resolution of amounts thereby owing, and execution of appropriate documents evidencing withdrawal of
claims therefor, or upon further order of the Bankruptcy Court.

The Plan also provides that, except as set forth in Schedule 7.3 of the Plan, all employment and severance practices and
policies, and all employee compensation and benefit plans, policies and programs of the Debtor for its employees, officers or
directors including, without limitation, all savings plans, retirement plans, health care plans, severance benefit plans, incentive
plans, worker's compensation programs and life, disability and other insurance plans will be deemed to be, and will be treated as,
executory contracts assumed under the Plan (subject to any and all modification and termination rights of the Debtor contained
therein), unless any such contract (i) has been rejected pursuant to a Bankruptcy Court order entered on or prior to the Confirmation
Date, or (ii) is the subject of a motion for the rejection of such contract filed and served on or prior to the Confirmation Date.

Except as stated in Section VII, "Management of the Reorganized Debtor," the Debtor's obligations under such agreements,
plans, policies and programs will be assumed pursuant to Section 365(a) of the Bankruptcy Code, survive confirmation of the Plan,
remain unaffected thereby and will not be discharged in accordance with Section 1141 of the Bankruptcy Code. After the Effective
Date, Reorganized Hexcel shall continue to maintain, among other things, the Hexcel Corporation Hourly Employees' Pension Plan
(the "Hourly Employees' Pension Plan") in accordance with the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), and subject to any and all modification and termination rights of the Debtor contained therein, the Debtor's
obligations to the Pension Benefit Guaranty Corporation, including obligations that may arise under 29 U.S.C. § 1362-1364 if the
Hourly Employees' Pension Plan is terminated after the Effective Date or if the Debtor withdraws from the Hourly Employees'
Pension Plan after the Effective Date, will survive confirmation of the Plan, be unaffected thereby, and will not be discharged in
accordance with Section 1141 of the Bankruptcy Code. The Debtor shall pay all amounts that have come due and owing on or
before the Effective Date with respect to assumed pension and related obligations immediately upon resolution of amounts thereby
owing, and execution of appropriate documents evidencing withdrawal of claims therefor, or upon further order of the Bankruptcy
Court.

8. Retiree Benefits.

The Plan provides that, pursuant to Section 1114(a) of the Bankruptcy Code, the Debtor will provide, for the duration of the
period for which it has obligated itself to provide such benefits, payments due to any person for the purpose of providing or
reimbursing payments for retired employees and their spouses and dependents for medical, surgical or hospital care or under any
plan, fund, or program (through the purchase of insurance or otherwise) maintained or established in whole or in part by the Debtor
prior to the Commencement Date, and that such benefits shall be continued for the duration of the period the Debtor has obligated
itself to provide such benefits, subject to any and all modification and termination rights of the Debtor contained therein. The
Debtor shall pay all amounts that have come due and owing on or before the Effective Date with respect to assumed retiree benefits
immediately upon resolution of amounts thereby owing, and execution of appropriate documents evidencing withdrawal of claims
therefor, or upon further order of the Bankruptcy Court.

9. Provisions for Treatment of Disputed Claims.

Unless otherwise ordered by the Bankruptcy Court, the Proponents will have the exclusive right, except with respect to Claims
of officers, directors and employees and applications for the allowance of compensation and reimbursement of expenses of
professionals under Sections 330 and 503 of the Bankruptcy Code, to object to the allowance of Claims filed with the Bankruptcy
Court with respect to which the liability is disputed in whole or in part, provided, however, that the Equity Committee will not file
an objection (other than with respect to (i) Claims of the Debtor's officers, directors and employees and (ii) applications for
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allowances of compensation and reimbursement of expenses under Sections 330 and 503 of the Bankruptcy Code) without first
making prior demand that the Debtor file such an objection and ten (10) days having elapsed without such objection being filed by
the Debtor. All objections will be litigated to Final Order; however, the Debtor may compromise and settle any objections to
Claims, subject to the approval of the Bankruptcy Court. All objections to Claims will be served and filed no later than 90 days
after the Effective Date, or within such other time period as may be fixed by the Bankruptcy Court, except as to Claims arising
from the rejection of unexpired leases and other executory contracts and other Claims filed after the Confirmation Date.

At such time as a Disputed Claim is resolved by Final Order and is Allowed, the holder thereof will receive, as soon as
practicable thereafter, the distributions to which such holder is then entitled under the Plan, with interest at a rate of five percent
(5%) per annum from the Effective Date; provided, however, that the undisputed portion of any Disputed Claim shall be paid on the
Effective Date with interest thereon at to the same extent as an Allowed Claim in the same Class as such Claim. As to the disputed
portion of any Disputed Claim, any distribution in respect thereof shall be made in accordance with the Plan to the holder of such
Claim based upon the amount of such disputed portion that becomes an Allowed Administrative Expense or Allowed Claim, as the
case may be, with interest thereon at to the same extent as an Allowed Claim in the same Class as such Claim.

10. Restatement of the Debtor's Certificate of Incorporation and Bylaws.

The Certificate of Incorporation and Bylaws of the Reorganized Debtor will be restated effective on the Effective Date, to the
extent necessary to prohibit the issuance of nonvoting equity securities in accordance with Section 1123(a)(6) of the Bankruptcy
Code and to effectuate the provisions of the Plan. In addition, the Certificate of Incorporation and Bylaws of Hexcel will be
amended and restated substantially in the forms attached as Exhibits C and D to the Plan (the "Restated Certificate" and "Restated
Bylaws," respectively).

The Restated Certificate will, among other things, authorize Reorganized Hexcel to issue up to 40,000,000 shares of
Reorganized Hexcel Common Stock, par value $.01 per share, and up to 1,500,000 shares of preferred stock, without par value (the
"Preferred Stock"). The Restated Certificate will prohibit the issuance of nonvoting equity securities; provided, however, that any
series of Preferred Stock having the right, voting separately as a class, to elect any directors of Hexcel if and when dividends
payable on shares of Preferred Stock shall have been in arrears and unpaid for a specified period of time shall not be deemed
nonvoting equity securities. For a more detailed description of Reorganized Hexcel Common Stock, see Section V.B.I, "The Plan
of Reorganization, Summary of Other Provisions of the Plan, Reorganized Hexcel Common Stock and Rights."

The Restated Certificate will provide that there will no longer be a classified board of directors. The Restated Certificate will
also provide that the Board of Directors of Reorganized Hexcel will be empowered, without the necessity of further action or
authorization of the stockholders (unless required in a specific case by applicable law, rules or regulations), to cause Reorganized
Hexcel to issue the Preferred Stock from time to time in one or more series, and to fix by resolution the designations, preferences
and relative, participating, optional or other special rights of each such series, if any, or the qualifications, limitations or restrictions
of each such series, if any. Each series of Preferred Stock may rank senior to or pan passu with Reorganized Hexcel Common
Stock with respect to dividends and liquidation rights. The Board of Directors of Hexcel believes it will be in the best interests of
Reorganized Hexcel to authorize the Preferred Stock in order to provide Reorganized Hexcel with flexibility to respond to future
developments and opportunities without the delay and expense of a special stockholders' meeting. The Preferred Stock provides
such flexibility by providing an additional means of raising equity capital and undertaking acquisitions, and for other general
corporate purposes.

The Board of Directors of Reorganized Hexcel will be authorized to determine, among other things, with respect to each series
of Preferred Stock that may be issued: (i) the distinctive designation of such series, (ii) subject to the requirements of Section
1123(a)(6) of the Bankruptcy Code described above, whether or not such shares have voting rights and the extent of such voting
rights, (iii) whether or not holders will have the right to elect directors and, if so, the term of office, requirements for the filling of
vacancies and other terms of the directorship of such directors, (iv) dividend rights, if any, including dividend rates, preferences
with respect to other series or classes of stock, times of payment and the date from which dividends will be cumulative, (v) the
redemption price, the terms of redemption and the amount of and provisions regarding any sinking fund for the purchase or
redemption thereof, (vi) the liquidation preferences and the amounts payable on dissolution or liquidation, and (vii) the terms and
conditions, if any, under which the shares of a series of Preferred Stock may be converted into any other series or class of stock or
debt of Reorganized Hexcel.

At the Effective Date, there will be no shares of Preferred Stock outstanding, and there are no current agreements or
understandings for the designation of any series of Preferred Stock or the issuance of shares thereunder. For a description of certain
considerations relating to the Preferred Stock, see Section IX.H., "Certain Risk Factors To Be Considered, Preferred Stock."

Generally, matters to be acted upon by the stockholders of Reorganized Hexcel, including without limitation amending certain
provisions of the Restated Bylaws or Restated Certificate, will require the affirmative vote of a majority of the voting power of the
corporation.
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first! The first annual meeting of the stockholders of Reorganized Hexcel will be held not earlier than nine months after the
Effective Date, on a date selected by the Board of Directors of Reorganized Hexcel unless otherwise determined by mutual
agreement of the three members of the Board of Directors to be designated by the Equity Committee, on the one hand, and the twoS tQ

lays
;ing

or three members of the Board of Directors (as the case may be) to be designated by Mutual Series, on the other hand. For a fuller
description of the composition of the Board of Directors, see Section VII.A.l., "Composition of the Board of Directors." The
Restated Bylaws will provide, among other things, that (i) subsequent meetings of the stockholders of Reorganized Hexcel shall be
held on such date as shall be designated from time to time by the Board of Directors and (ii) special meetings of the stockholders
may be convened by the Board of Directors, the Chairman of the Board, the Chief Executive Officer, the President, by a committee
of the Board of Directors which has been duly designated by the Board of Directors and whose powers and authority, as provided
in a resolution of the Board of Directors or in the Restated ByLaws of the Corporation, include the power to call such meetings, and
by any stockholder or stockholders owning in excess of twenty-five percent (25%) of the outstanding shares of Reorganized Hexcel
Common Stock, provided, however, that no such meeting may be held for the purpose of election or removal without cause of
directors earlier than nine months after the Effective Date, unless otherwise mutually agreed to by the Board designees of the
Equity Committee and the Board designees of Mutual Series. If and to the extent that any special meeting of stockholders may be
called by any other person or persons specified in any provisions of the Restated Certificate or any amendment thereto, or any
certificate filed under Section 151(g) of the Delaware General Corporation Law designating the number of shares of Preferred
Stock to be issued and the rights, preferences, privileges and restrictions granted to and imposed on the holders of such designated
Preferred Stock, as permitted by Section 5 of the Restated Certificate, then such special meeting may also be called by such other
person or persons in the manner, at the times and for the purposes so specified.

The Restated Certificate contains a provision eliminating, to the fullest extent permitted by the General Corporation Law of
Delaware (the "GCL"), directors' personal liability to Reorganized Hexcel and to its stockholders for monetary damages for
breaches of fiduciary duty. By virtue of this provision, under the GCL a director will not be personally liable for monetary damages
for a breach of his or her fiduciary duty, except for liability arising out of (a) a breach of duty of loyalty to Reorganized Hexcel or
to its stockholders, (b) acts or omissions not in good faith or that involve intentional misconduct or a knowing violation of law,
(c) dividends or stock repurchases or redemptions that are unlawful under Delaware law and (d) any transaction from which such
director receives an improper perso'nal benefit. This provision pertains only to breaches of duty by directors as directors and not in
any other corporate capacity, such as officers.

The Restated Certificate further provides that Reorganized Hexcel shall, to the fullest extent permitted by the GCL, indemnify
each director, officer, employee or agent against, and hold each director, officer, employee or agent harmless from, all expenses,
liabilities, and losses (including attorneys' fees) reasonably incurred in connection with a proceeding brought against such director
or officer by reason of the fact that he or she was a director, officer, employee or agent of Reorganized Hexcel or was serving at the
request of Reorganized Hexcel as a director, officer, employee or agent of another entity. The Restated Certificate requires
Reorganized Hexcel to advance all reasonable costs incurred in defending any such proceeding to the fullest extent permitted by
Delaware law.

The brief statements and descriptions set forth above concerning the Restated Certificate and Restated Bylaws do not purport
to be complete, and are qualified in their entirety by reference to the forms of Restated Certificate and Restated Bylaws of
Reorganized Hexcel, copies of which are attached as Exhibits C and D to the Plan, respectively, and to the Delaware General
Corporation Law.

11. Discharge of the Debtor.

The rights afforded in the Plan and the treatment of the Claims and Equity Interests therein will be in exchange for and in
complete satisfaction, discharge and release of all Claims and Equity Interests of any nature whatsoever, including any interest
accrued thereon from and after the Commencement Date, against the Debtor, or its estate, properties or interests in property. Except
as otherwise provided in the Plan, upon the Effective Date, all such Claims against and Equity Interests in the Debtor will be
deemed satisfied, discharged and released in full. Pursuant to the Confirmation Order, all parties will be precluded from asserting
against the Reorganized Debtor, its successors, or its assets or properties, any other or further Claims or Equity Interests based upon
any act or omission, transaction or other activity of any kind or nature that occurred prior to the Confirmation Date.

12. Amendment of the Plan.

The Plan provides that the Proponents may alter, amend, or modify the treatment of any Claim provided for under the Plan;
provided, however, that the holder of such Claim agrees or consents to any such alteration, amendment or modification. In addition,
the Standby Purchase Commitment provides that Mutual Series' consent to any amendment to the Plan is required.
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13. Indemnification.

The Plan provides that the obligations of the Debtor to indemnify, reimburse or limit the liability of certain officers, directors
and employees of the Debtor will remain unaffected by the Plan and will not be discharged. Specifically, the indemnification,
reimbursement and limitation of liability obligations of the Debtor will continue as to any present or former officer, director or
employee who was an officer, director or employee of the Debtor on the Commencement Date or who became an officer, director
or employee of the Debtor after the Commencement Date. The continuation of such obligations as to such persons applies to any
event occurring before, on or after the Commencement Date.

14. Revocation of the Plan.

The Proponents may revoke or withdraw the Plan at any time prior to the Confirmation Date. If the Proponents revoke or
withdraw the Plan prior to the Confirmation Date, then it shall be deemed null and void.

15. Extinguishment of Causes of Action Under the Avoiding Power Provisions.

Under Sections 544, 545, 547, 548, 549 and 553 of the Bankruptcy Code, the debtor in possession has certain powers to
recover money or other assets for the debtor's estate, eliminate security interests in estate property or eliminate debt incurred by the
estate. During the Chapter 11 Case, the Debtor reviewed and analyzed potential claims under such provisions and has determined
that all claims, rights, causes of action, avoiding powers, suits and proceedings under the avoiding power provisions should be
extinguished on the Effective Date, because, among other reasons, creditors are being paid in full under the Plan.

16. Termination of Creditors' and Equity Committees.

The appointment of the Creditors' Committee will terminate on the Effective Date, and the appointment of the Equity
Committee will terminate on the date of the Second Closing (as that term is defined in the Standby Purchase Commitment) except
as to applications under Sections 330 and 503 of the Bankruptcy Code and objections to such applications and Claims of the
Debtor's officers, directors and employees, as to which such appointments will continue until the date of the entry of a final order
on applications for final allowances of compensation and reimbursement of expenses or such Claims objections.

17. Exculpation and Releases.

In accordance with the Plan, neither Reorganized Hexcel, Mutual Series, the Creditors' Committee, nor the Equity Committee
nor any of their respective members, officers, directors, employees, advisors or agents will have or incur any liability to any holder
of a Claim or Equity Interest for any act or omission in connection with, or arising out of, the pursuit of confirmation of the Plan,
the consummation of the Plan or the administration of the Plan or the property to be distributed under the Plan except for willful
misconduct or gross negligence, and, in all respects, the Reorganized Debtor, the Standby Purchaser, the Creditors' Committee, the
Equity Committee and each of their respective members, officers, directors, employees, advisors and agents shall be entitled to rely
upon the advice of counsel with respect to their duties and responsibilities under the Plan.

Hexcel may hold certain potential claims against certain present and former officers and directors. Any litigation commenced
in respect of such claims would be subject to multiple defenses and vigorously contested. On the basis of these considerations, the
Plan contemplates that upon the Effective Date, pursuant to Section 1123(b)(3)(A) of the Bankruptcy Code, any and all claims held
by Hexcel against any present or former officers or directors shall be forever settled, waived, released and discharged, and will not
be retained or enforced by Reorganized Hexcel. Further, to the extent allowable under applicable bankruptcy law, the Plan further
provides that on the Effective Date any and all claims and causes of action, whether direct or derivative, against any present or
former officer or director of Hexcel by any holder of an Allowed Claim or Allowed Interest under the Plan shall similarly be
forever settled, waived, released and discharged, and not retained or enforced by such holder.

18. Supplemental Documents.

On or before substantial consummation of the Plan, the Proponents will file with the Bankruptcy Court such agreements and
other documents as may be necessary or appropriate to effectuate and further evidence the terms and conditions of the Plan. Copies
may be obtained by contacting Charlie Sekayouma of Poorman-Douglas at (503) 293-5082. Promptly after the period during which
Reorganized Hexcel may object to Claims after the Effective Date, Reorganized Hexcel shall serve on the Postconfirmation List
and the Committees and file a certificate of an officer of Reorganized Hexcel stating that the period has expired and that
Reorganized Hexcel has paid the Claims as to which no written objection has been filed.
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VI. CONFIRMATION AND CONSUMMATION PROCEDURE

tor
ion I A. Solicitation of Votes.
f Qj.

I In accordance with Sections 1126 and 1129 of the Bankruptcy Code, the Claims and Interests in Classes 4, 8 and 11 of the
plan are impaired and the holders of Claims and Interests in such Classes are entitled to vote to accept or reject the Plan. The
holders of Allowed Claims and Interests in Classes 1, 2, 3, 5, 6, 7, 9, 10 and 12 are unimpaired. Accordingly, such holders are
conclusively presumed to have accepted the Plan and the solicitation of acceptances with respect to such Classes is not required
under Section 1I26(f) of the Bankruptcy Code. Nevertheless, the Proponents are soliciting acceptances from Classes 5 and 6 so that
the Plan can be confirmed even if the Bankruptcy Court determines that holders of Claims in such Classes are impaired. However,
if the holders of Claims in such Classes are rendered unimpaired by the Plan, the votes of the holders of such Claims will not be
counted.

As to classes of Claims and Interests entitled to vote on a plan, the Bankruptcy Code defines acceptance of a plan by a class of
creditors as acceptance by holders of at least two-thirds in dollar amount and more than one-half in number of the claims of that
class that have timely voted to accept or reject a plan and by a class of interests as acceptance by holders of at least two-thirds in
number of shares of that class that have timely voted to accept or reject a plan. For purposes of calculating the number of Claims in

6 a Class of Claims held by holders of Allowed Claims in such Class that have voted to accept or reject the Plan under Section
1126(c) of the Bankruptcy Code, the Plan provides that all Claims in such Class held by the same entity or an affiliate thereof (as
defined in the Securities Act of 1933 and the rules and regulations promulgated thereunder) will be aggregated and treated as one
Claim in such Class. A vote may be disregarded if the Bankruptcy Court determines, after notice and a hearing, that such
acceptance or rejection was not solicited or procured in good faith or in accordance with the provisions of the Bankruptcy Code.

Any creditor of an impaired Class (i) whose Claim has been listed by the Debtor in the Schedules filed with the Bankruptcy
Court (provided that such Claim has not been scheduled as disputed, contingent or unliquidated) or (ii) who filed a proof of claim
within any other applicable period of limitations, or with leave of the Bankruptcy Court, which Claim is not the subject of an
objection, is entitled to vote to accept or reject the Plan.

Each holder of Common Stock as of the date of the order approving the Disclosure Statement is entitled to vote to accept or
reject the Plan.

B. The Confirmation Hearing.

The Bankruptcy Code requires the Bankruptcy Court, after notice, to hold a confirmation hearing. The confirmation hearing in
respect of the Plan (the "Confirmation Hearing") has been scheduled for January 10, 1995 at 9:30 a.m., Pacific Standard Time
before the Honorable Leslie Tchaikovsky, United States Bankruptcy Judge at the United States Bankruptcy Court, 1300 Clay
Street, Oakland, California 94612. The Confirmation Hearing may be adjourned from time to time by the Bankruptcy Court
without further notice except for an announcement of the adjourned date made at the Confirmation Hearing. Any objection to
confirmation must be made in writing and specify in detail the name and address of the objector, all grounds for the objection and
the amount of the Claim or number of shares of stock of the Debtor held by the objector. Any such objection must be filed with the
Bankruptcy Court and served so that it is received by the Bankruptcy Court and the following parties on or before December 20,
1994 at 5:00 p.m., Pacific Standard Time:

HEXCEL CORPORATION
5794 West Las Positas Blvd.
Pleasanton, CA 94588-8781
Attn: Rodney P. Jenks, Jr., Esq.

KRONISH, LIEB, WEINER & HELLMAN
1114 Avenue of the Americas
New York, NY 10036
Attn: Robert J. Feinstein, Esq.

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
44 Montgomery Street, Suite 2900
San Francisco, CA 94104
Attn: Merle C. Meyers, Esq.
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PILLSBURY MADISON & SUTRO
P.O. Box 7860
235 Montgomery Street
San Francisco, CA
Attn: M. David Minnick, Esq.

MARCUS MONTGOMERY WOLFSON P.C.
53 Wall Street
New York, NY 10005-2815
Attn: Peter D. Wolfson, Esq.

THE OFFICE OF THE U.S. TRUSTEE
1301 Clay Street
Suite 1260
Oakland, CA 94612
Attn: Cynthia L. Cox, Esq.

Objections to confirmation of the Plan are governed by Bankruptcy Rule 9014.

C. Confirmation.

At the Confirmation Hearing, the Bankruptcy Court will confirm the Plan only if all of the requirements of Section 1129 of the
Bankruptcy Code are met. Among the requirements for confirmation of a plan are that the plan is (i) accepted by all impaired
classes of claims and equity interests or, if rejected by an impaired class, that the plan "does not discriminate unfairly" and is "fair
and equitable" as to such class, (ii) feasible, and (iii) in the "best interests" of creditors and stockholders which are impaired under
the plan.

1. Acceptance.

Classes 4, 8 and 11 of the Plan are impaired under the Plan and are entitled to vote to accept or reject the Plan. The Proponents
reserve the right to seek nonconsensual confirmation of the Plan under Section 1129(b) of the Bankruptcy Code with respect to any
Class of Claims or Interests that rejects or is deemed to reject the Plan.

2. Unfair Discrimination and Fair and Equitable Tests.

To obtain nonconsensual confirmation of the Plan, it must be demonstrated to the Bankruptcy Court that the Plan "does not
discriminate unfairly" and is "fair and equitable" with respect to each impaired, nonaccepting Class. The Bankruptcy Code
provides a non-exclusive definition of the phrase "fair and equitable." The Bankruptcy Code establishes "cram down" tests for
secured creditors, unsecured creditors and equity holders, as follows:

a. Secured Creditors. Either (i) each impaired secured creditor retains its liens securing its secured claim and
receives on account of its secured claim deferred cash payments having a present value equal to the amount of its allowed
secured claim, (ii) each impaired secured creditor realizes the "indubitable equivalent" of its allowed secured claim or
(iii) the property securing the claim is sold free and clear of liens with such liens to attach to the proceeds of the sale and the
treatment of such liens on proceeds is provided in clause (i) or (ii) of this subparagraph.

b. Unsecured Creditors. Either (i) each impaired unsecured creditor receives or retains under the plan property of a
value equal to the amount of its allowed claim or (ii) the holders of claims and interests that are junior to the claims of the
dissenting class will not receive or retain any property under the plan.

c. Equity Interests. Either (i) each holder of an equity interest will receive or retain under the plan property of a
value equal to the greatest of the fixed liquidation preference to which such holder is entitled, the fixed redemption price to
which such holder is entitled or the value of the interest or (ii) the holder of an interest that is junior to the nonaccepting class
will not receive or retain any property under the plan.

The Proponents believe that the Plan and the treatment of all Classes of Claims and Equity Interests under the Plan satisfy the
foregoing requirements for nonconsensual confirmation of the Plan.

3. Feasibility.

The Bankruptcy Code requires that confirmation of a plan is not likely to be followed by liquidation or the need for further
financial reorganization. For purposes of determining whether the Plan meets this requirement, the Proponents have analyzed
Hexcel's ability to meet its obligations under the Plan. As part of this analysis, the Proponents have prepared projections of
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Hexcel's financial performance for the four fiscal years in the period ending December 31, 1998 (the "Projection Period"). These
projections, and the assumptions on which they are based, are included in Hexcel Corporation's Projected Financial Information
annexed hereto as Exhibit E. Based upon such projections, the Proponents believe that Hexcel will be able to make all payments
required pursuant to the Plan and, therefore, that confirmation of the Plan is not likely to be followed by liquidation or the need for
further reorganization. The Proponents further believe that Hexcel will be able to repay or refinance any and all of the then-
outstanding secured indebtedness under the Plan at or prior to the maturity of such indebtedness.

The Projected Financial Information appended to this Disclosure Statement as Exhibit E includes the following:

o Pro Forma Consolidated Balance Sheet of Reorganized Hexcel as of January 1, 1995;

o Projected Consolidated Income Statements of Reorganized Hexcel for each of the four fiscal years through the year
ending December 31, 1998;

o Projected Consolidated Balance Sheet of Reorganized Hexcel as of December 31, 1995, 1996, 1997 and 1998;

o Projected Consolidated Cash Flow Statements of Reorganized Hexcel for each of the four fiscal years through the year
ending December 31, 1998.

The pro forma financial information and the projections are based on the assumption that the Plan will be confirmed by the
Bankruptcy Court and, for projection purposes, that the Effective Date of the Plan and the initial distributions thereunder take place
as of January 1, 1995. Although the projections and information are based upon a January 1, 1995, Effective Date, the Proponents
believe that an actual Effective Date later in the first quarter of 1995 would not have any material effect on the projections.

The Proponents have prepared these financial projections based upon certain assumptions which they believe to be reasonable
under the circumstances. Those assumptions considered to be significant are described in the Projected Financial Information. The
Projected Financial Information has not been examined or compiled by independent accountants. The Proponents make no
representation as to the accuracy of the projections or Hexcel's ability to achieve the projected results. Many of the assumptions on
which the projections are based are" subject to significant uncertainties. See Section IX.A., "Certain Risk Factors to be Considered,
Projected Financial Information." Inevitably, some assumptions will not materialize and unanticipated events and circumstances
may affect the actual financial results. Therefore, the actual results achieved throughout the Projection Period may vary from the
projected results and the variations may be material. All holders of Claims and Equity Interests that are entitled to vote to accept or
reject the Plan are urged to examine carefully all of the assumptions on which the Projected Financial Information is based in
evaluating the Plan.

4. Best Interests Test

With respect to each impaired Class of Claims and Equity Interests, confirmation of the Plan requires that each holder of a
Claim or Equity Interest either (i) accept the Plan or (ii) receive or retain under the Plan property of a value, as of the Effective
Date, that is not less than the amount such holder would receive or retain if the Debtor were liquidated under chapter 7 of the
Bankruptcy Code. To determine what holders of Claims and Equity Interests of each impaired Class would receive if the Debtor
were liquidated under chapter 7, the Bankruptcy Court must determine the dollar amount that would be generated from the
liquidation of the Debtor's assets and properties in the context of a chapter 7 liquidation case. The cash amount which would be
available for satisfaction of Unsecured Claims and Equity Interests would consist of the proceeds resulting from the disposition of
the unencumbered assets of the Debtor, augmented by the unencumbered cash held by the Debtor at the time of the commencement
of the liquidation case. Such cash amount would be reduced by the amount of the costs and expenses of the liquidation and by such
additional administrative and priority claims that may result from the termination of the Debtor's business and the use of chapter 7
for the purposes of liquidation. Significantly, in a chapter 7 case, Hexcel would not have an infusion of $50 million in Cash as it
would under the Plan pursuant to the Standby Purchase Commitment and the Rights Offering.

The Debtor's costs of liquidation under chapter 7 would include the fees payable to a trustee in bankruptcy, as well as those
which might be payable to attorneys and other professionals that such a trustee may engage. In addition, claims would arise by
reason of the breach or rejection of obligations incurred and leases and executory contracts assumed or entered into by the Debtor
in Possession during the pendency of the Chapter 11 Case. The foregoing types of claims and other claims which may arise in a
liquidation case or result from the pending Chapter 11 Case, including any unpaid expenses incurred by the Debtor in Possession
during the Chapter 11 Case such as compensation for attorneys, financial advisors and accountants, would be paid in full from the
liquidation proceeds before the balance of those proceeds would be made available to pay prepetition Unsecured Claims.

To determine if the Plan is in the best interests of each impaired class, the present value of the distributions from the proceeds
of the liquidation of the Debtor's unencumbered assets and properties, after subtracting the amounts attributable to the foregoing
Claims, are then compared with the value of the property offered to such Classes of Claims and Equity Interests under the Plan,
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After considering the effects that a chapter 7 liquidation would have on the ultimate proceeds available for distribution to
creditors in a chapter 11 case, including (i) the increased costs and expenses of a liquidation under chapter 7 arising from fees
payable to a trustee in bankruptcy and professional advisors to such trustee, (ii) the erosion in value of assets in a chapter 7 case in
the context of the expeditious liquidation required under chapter 7 and the "forced sale" atmosphere that would prevail and
(iii) the substantial increases in Claims which would be satisfied on a priority basis or on parity with creditors in the Chapter 11
Case, the Proponents have determined that confirmation of the Plan will provide each holder of an Allowed Claim or Equity
Interest with a recovery that is not less than such holder would receive pursuant to liquidation of the Debtor under chapter 7.

The Proponents also believe that the value of any distributions to each Class of Allowed Claims in a chapter 7 case, including
all Secured Claims, would be less than the value of distributions under the Plan because such distributions in a chapter 7 case
would not occur for a substantial period of time. It is likely that distribution of the proceeds of the liquidation could be delayed for
two years after the completion of such liquidation in order to resolve claims and prepare for distributions. In the likely event
litigation was necessary to resolve claims asserted in the chapter 7 case, the delay could be prolonged.

The Hexcel Corporation Liquidation Analysis is attached hereto as Exhibit F. The information set forth in Exhibit F provides a
summary of the liquidation values of the Debtor's assets assuming a chapter 7 liquidation in which a trustee appointed by the
Bankruptcy Court would liquidate the assets of the Debtor's estate. Reference should be made to the Liquidation Analysis for a
complete discussion and presentation of the Liquidation Analysis. The Liquidation Analysis was prepared by management of
Hexcel.

Underlying the Liquidation Analysis are a number of estimates and assumptions that, although developed and considered
reasonable by management, are inherently subject to significant economic and competitive uncertainties and contingencies beyond
the control of the Debtor and management. The Liquidation Analysis is also based upon assumptions with regard to liquidation
decisions that are subject to change. Accordingly, the values reflected may not be realized if the Debtor were, in fact, to undergo
such a liquidation. The liquidation period is assumed to be a period of approximately six months, allowing for the
(i) discontinuation of operations, (ii) sale of assets, and (iii) collection of receivables.

D. Consummation.

The Plan will be consummated following the Effective Date. The Effective Date of the Plan is the tenth (10th) Business Day
after the date on which the conditions precedent to the effectiveness of the Plan, as set forth in Section 10.1 thereof, are satisfied or
waived. For a more detailed discussion of the conditions precedent to the Plan and the impact of the failure to meet such conditions,
see Section V.B.4, "The Plan of Reorganization, Summary of Other Provisions of the Plan, Conditions Precedent to the Plan."

The Plan is to be implemented pursuant to the provisions of the Bankruptcy Code.

E. Exit Financing.

In order to consummate the Plan, Reorganized Hexcel will enter into a credit facility (the "Exit Financing Facility") to fund
its working capital requirements in the amount of not less than $35,000,000 and in any case in an amount which, as reasonably
determined by the Proponents and Mutual Series, will provide Hexcel with adequate working capital. The Exit Financing Facility
will be a revolving credit facility, the proceeds of which will be available to fund the working capital requirements of Reorganized
Hexcel, and to the extent needed, to fund payments to creditors under the Plan. In addition, the Exit Financing Facility may be used
for trade letters of credit and standby letters of credit. It is expected that the Exit Financing Facility will be secured by inventory,
accounts receivable and such other assets as may be agreed to by Reorganized Hexcel and the lender, and contain customary
affirmative and negative covenants, financial covenants and events of default.

VII. MANAGEMENT OF THE REORGANIZED DEBTOR

As of the Effective Date, the management, control and operation of the Reorganized Debtor will become the general
responsibility of the Board of Directors.

A. Board of Directors and Management.

1. Composition of the Board of Directors.

As of the Effective Date, the Board of Directors of Reorganized Hexcel shall initially consist of eight individuals whose
names shall be disclosed prior to the hearing to consider confirmation of the Plan, and, as set forth herein, one or two additional
directors will be added after the Effective Date. Initially, three directors will be designated by the Equity Committee, two directors
will be designated by Mutual Series, and three directors will be designated by joint selection of the Equity Committee and Mutual
Series, all of whom will serve until the election of their successors at the first annual meeting of Reorganized Hexcel which is held
after the Effective Date. One seat on the Board of Directors will be reserved for a new Chief Executive Officer, who will join the
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board as a director immediately upon the commencement of his or her employment by Hexcel. In addition, if on the Subscription
Rights Expiration Date Mutual Series owns more than 50% of the outstanding Reorganized Hexcel Common Stock, then Mutual
Series shall designate one additional director; if on the Subscription Rights Expiration Date Mutual Series owns less than 25% of
the outstanding Reorganized Hexcel Common Stock, then one additional director shall be designated by mutual agreement of those
directors previously designated by the Equity Committee, on the one hand, and those directors previously designated by mutual
agreement of the Equity Committee and Mutual Series, on the other hand, and such director will serve until his successor is elected
at the first annual meeting of stockholders of Reorganized Hexcel which is held after the Effective Date. The new Board of
Directors will select (with the approvals of at least two of the nominees of the Equity Committee) one of the directors as initial
Chairman. Pending the effectiveness of the Plan, John J. Lee will continue as Chairman.

2. Identity of Officers and Directors.

It is currently anticipated that the officers of the Debtor immediately prior to the Effective Date will continue in their then
current positions as the officers of the Reorganized Debtor; provided that unless the directors designated by the Equity Committee
and the directors designated by Mutual Series otherwise agree, until the first annual meeting of stockholders held after the Effective
Date, no person who has served as Chairman or as the Chief Executive Officer of Hexcel at any time prior to October 1, 1994 shall
serve as Chairman of Reorganized Hexcel. In the event that a new Chief Executive Officer to succeed John J. Lee has not been
selected prior to the Effective Date, then a new Chief Executive Officer will be selected by the mutual agreement of those directors
designated by the Equity Committee, on the one hand, and those directors designated by Mutual Series, on the other hand, based on
a search that is currently underway. Set forth below is the name, age and position with Hexcel of each current officer, together with
a description of each officer's prior business experience:

Name

John J. Lee

Age

58

Officer
Since

1993

Donald J. O'Mara 56 1991

Robert D. Krumme 56 1993

David Glatstein 45 1994

Rodney P. Jenks, Jr. 43 1994

Position With Company
and Business Experience

Chairman of the Board of Directors and Chief Executive Officer since January 1994;
Chairman and Co-Chief Executive Officer from July to December 1993; Director since May
1993. Mr. Lee has been the Chairman of the Executive Committee and a director of XTRA
Corporation, a transportation equipment leasing company, since 1990, and the Chairman of
the Board, President and Chief Executive Officer of Lee Development Corporation, a
merchant banking company, since 1987. Mr. Lee has also been a Trustee of Yale University
since 1993. From July 1989 through April 1993, Mr. Lee served as Chairman of the Board
and Chief Executive Officer of Seminole Corporation, a manufacturer and distributor of
fertilizer. From April 1988 through April 1993, Mr. Lee served as a Director of Tosco
Corporation, a national refiner and marketer of petroleum products. Mr. Lee also served as
President and Chief Operating Officer of Tosco from 1990 through April 1993. Mr. Lee is
also a director of Playtex Products, Inc. and Aviva Petroleum Corp.

Director since January 1994; President and Chief Operating Officer since March 1993; Vice
President—Honeycomb and Advanced Products from 1991 to 1993. From 1987 to 1991,
Mr. O'Mara served as managing director of Sprague-Brooks Associates. He was Vice
President and Chief Operating Officer of Gates Learjet Corporation from 1984 to 1987.

Director and Vice Chairman since January 1994; Vice President, General Counsel and
Secretary from September 1993 to January 1994. Mr. Krumme has been President of The
Corporate Management Group since 1989 and, prior to joining the Company in 1993, was a
senior corporate executive officer and general counsel of three public companies.
Mr. Krumme served as General Counsel of The Gillette Company from 1990-1991, as Vice
President and General Counsel of Ingersoll-Rand Company from 1986-1988 and, prior to
1986, Senior Vice President and General Counsel and in other executive positions of Cluett,
Peabody & Co., Inc. for more than 15 years.

Vice Chairman since September 1994; Director since August 1994; member of the
Restructuring Committee; Chairman and Chief Executive Officer of Barre and Co., Inc., an
investment banking firm; director of the Board of Directors of Cable Healthcare
Corporation. In 1989, Mr. Glatstein was elected to the District Business Conduct
Committee of the National Association of Securities Brokers for District No. 6, and was
elected Chairman of the Committee in 1992.

Vice President, General Counsel and Secretary of the Company since March 1994. Prior to
joining the Company in 1994, Mr. Jenks was a partner in the law firm of Wendel, Rosen,
Black, Dean & Levitan, from 1985.
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Name

Thomas J. Lahey

Age

54

Officer
Since

1989

William P. Meehan 59 1993

Robert A. Petrisko 40 1993

Gary L. Sandercock 53 1989

William K.
Woodrow

Wayne C. Pensky

46 1993

39 1993

Position With Company
and Business Experience

Vice President—Worldwide Sales since April 1993; Vice President—Advanced

Composites from 1992 to 1993; General Manager of Advanced Composites from 1991 to
1992; General Manager of Advanced Products from 1989 to 1991. Prior to joining the
Company in 1989, Mr. Lahey held the position of Executive Assistant to the President of
Kaman Aerospace Corporation in 1987 and 1988, and was a Vice President of Grumman

Corporation from 1985 to 1987.

Vice President—Finance and Chief Financial Officer of the Company since September
1993, and Treasurer of the Company since April, 1994. Prior to joining the Company in
1993, Mr. Meehan served as President and Chief Executive Officer of Thousands Trails and
NACO, a membership campground and resort business, from 1990 through 1992. From

1986 through 1989, Mr. Meehan served as Vice President—Finance and Chief Financial

Officer of Hadco Corporation.

Vice President—Technology since September 1993. Mr. Petrisko joined the Company in
1989, after serving as a Research Specialist with Dow Corning Corporation from 1985 to

1989.

Vice President—Manufacturing since April 1993; Vice President—Reinforcement Fabrics

from 1989 to 1993; General Manager of the Trevarno Division from 1985 to 1989; other
manufacturing and general management positions from 1967 to 1985. Mr. Sandercock

joined the Company in 1967.

Vice President—Marketing and Business Development since March 1993. Prior to joining
the Company in 1993, Mr. Woodrow served as Director of Corporate Marketing of
Raychem Corporation from 1990 to 1992, and was Division Manager of Chemelex-
Industrial Division from 1988 to 1990.

Controller since July 1993. Prior to joining the Company in 1993, Mr. Pensky served as

Service Line Director at Arthur Andersen & Co., where he was employed from 1979.

Set forth below is the name, age and position with Hexcel of each current director of the Company, together with a description
of each director's prior business experience. There are no family relationships among any of the Company's directors.

Name

Thomas R. Brown

Age

56

Director
Since

1981

Gary L. Depolo 59 1990

John L. Doyle 62 1974

Position With Company
and Business Experience

Director; Chairman of the Insurance and Environmental Committee; member of the Audit
Committee. Mr. Brown is Chairman of the Board and Co-Chief Executive Officer of
California Casualty Management Co., Vice President and director of California Casualty &
Life Insurance Co., and Chairman of the Board of the other corporations of the California
Casualty Group. Mr. Brown is also a director of University National Bank & Trust Co. and
CorVel Corporation. The California Casualty Group specializes in group sponsored
personal lines, property/casualty insurance and workers' compensation.

Director; Chairman of the Executive Compensation and Organization Committee; member
of the Audit Committee. Mr. Depolo is a retired Executive Vice President of Transamerica
Corporation and served on the Board of Directors of several of Transamerica's subsidiary
companies. Mr. Depolo is also a director of Alta Bates Corporation and California Health
Systems. Transamerica Corporation is a financial services organization which engages
primarily in lending, leasing, real estate services and insurance.

Director; Former Co-Chief Executive Officer and Vice Chairman (July 1993 to December
1993); Chairman of the Advanced Programs and Technology Committee; member of the
Nominating Committee. Mr. Doyle is a retired Executive Vice President of Hewlett-
Packard Co. Mr. Doyle is also a director of Analog Devices, Inc. and Tab Products.
Hewlett-Packard Co. manufacturers electronic computation equipment and measuring
instruments.
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Name

Marshall S. Geller

Age

55

Director
Since

1994

David Glatstein 45 1994

Cyrus H. Holley 57 1991

Robert D. Krumme 56 1994

John J, Lee 58 1993

Position With Company
and Business Experience

Director since August 1994; member of the Executive Compensation Committee; Senior
Managing Partner of Golenberg & Geller, Inc., a merchant banking firm. From 1989 to
1990, he was Vice Chairman of Gruntal & Company, an investment banking firm. From
1967 through 1988, he was Senior Managing Director and a member of the management
committee of Bear Stearns & Company; Mr. Geller is a director of Players International; a
director and from 1992 to 1993, President and Chief Executive Officer of Sports-Tech
International, Inc.; Interim President and Chief Executive Officer and a director of Lottery
Enterprises, and a director of the Angeles Corporation, Amerihost Properties, Inc., MTC
Electronics, Value Vision International, Inc., and Las Vegas Major League Sports, Inc; and
serves on the Boards of the Coro Foundation, the Jewish Federation of Los Angeles, San
Francisco and Chicago, and The Center for the Partially Sighted.

Vice Chairman since September 1994; Director since August 1994; member of the
Restructuring Committee; Chairman and Chief Executive Officer of Barre and Co., Inc.;
director of the Board of Directors of Cable Healthcare Corporation. In 1989, Mr. Glatstein
was elected to the District Business Conduct Committee of the National Association of
Securities Brokers for District No. 6, and was elected Chairman of the Committee in 1992.

Director; member of the Advanced Programs and Technology Committee; member of the
Executive Compensation and Organization Committee. Mr. Holley is a retired Executive
Vice President and Chief Operating Officer of Engelhard Corporation. Mr. Holley is also a
director of Atlantic Energy, Inc. and UGI Corporation. Engelhard Corporation is a
provider of specialty chemical products, engineering materials and precious metal
management services. Mr. Holley currently operates Management Consulting Services
which provides strategic planning services to the business and education communities. He
also serves as a director of the National Association of Partners in Education.

Director and Vice Chairman since January 1994; Vice President, General Counsel and
Secretary from September 1993 to January 1994. Mr. Krumme has been President of The
Corporate Management Group since 1989 and, prior to joining the Company in 1993, was
a senior corporate executive officer and general counsel of three public companies.
Mr. Krumme served as General Counsel of The Gillette Company from 1990-1991, as
Vice President and General Counsel of Ingersoll-Rand Company from 1986-1988 and,
prior to 1986, as Senior Vice President and General Counsel and in other executive
positions of Cluett, Peabody & Co., Inc. for more than 15 years.

Chairman of the Board of Directors and Chief Executive Officer since January 1994;
Chairman and Co-Chief Executive Officer from July to December 1993; Director since
May 1993. Mr. Lee has been the Chairman of the Executive Committee of XTRA
Corporation, a transportation equipment leasing company, since 1990, and the Chairman of
the Board, President and Chief Executive Officer of Lee Development Corporation, a
merchant banking company, since 1987. Mr. Lee has also been a Trustee of Yale
University since 1993. From July 1989 through April 1993, Mr. Lee served as Chairman of
the Board and Chief Executive Officer of Seminole Corporation, a manufacturer and
distributor of fertilizer. From April 1988 through April 1993, Mr. Lee served as a Director
of Tosco Corporation, a national refiner and marketer of petroleum products. Mr. Lee also
served as President and Chief Operating Officer of Tosco from 1990 through April 1993.
Mr. Lee is also a director of Playtex Products, Inc. and Aviva Petroleum Corp.
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Name

Charles A. Lynch

Age

66

Director
Since

1994

Donald J. O'Mara 56 1991

Lewis Rubin 56 1993

George S. Springer 60 1993

Frederick W.
Stariske

36 1994

Position With Company
and Business Experience

Director; Chairman of the Restructuring Committee. Chairman of Greyhound Lines, Inc.,
since 1991, and since 1989, Chairman of Market Value Partners Company, a firm that
invests in an manages developing and underpeiforming companies. Mr. Lynch also serves
on the board of directors of Pacific Mutual Life Insurance, Nordstrom, Inc., Syntex
Corporation, Mid-Peninsula Bank and Fresh Choice, Inc. From 1988 through 1989
Mr. Lynch served as President and Chief Executive Officer of Levolor Corporation. From
1986 through 1988 Mr. Lynch served as Chairman and Chief Executive Officer of DHL
Airways, Inc. From 1978 through 1986 Mr. Lynch served as Chairman and Chief
Executive Officer of Saga Corporation.

Director since January 1994; President and Chief Operating Officer since March 1993;
Vice President—Honeycomb and Advanced Products from 1991 to 1993. From 1987 to
1991, Mr. O'Mara served as managing director of Sprague-Brooks Associates. He was
Vice President and Chief Operating Officer of Gates Learjet Corporation from 1984 to
1987.

Director; Chairman of the Audit Committee; member of the Nominating Committee.
Mr. Rubin has been President and Chief Executive Officer of XTRA Corporation, a
transportation equipment leasing company, since 1990. From February 1988 to March
1990, Mr. Rubin served as President of Lewis Rubin Associates, a consulting firm advising
the transportation equipment industry. Prior to February 1988, Mr. Rubin served as
Chairman, President and Chief Executive Office of Gelco CTI Container Services, a
subsidiary of Gelco Corporation, a diversified international management services
corporation, and as Executive Vice President of Gelco Corporation. Mr. Rubin is also a
Director of Oneita Industries, Inc.

Director; member of the Advanced Programs and Technology Committee; member of the
Nominating Committee. Dr. Springer is Professor and Chairman of the Department of
Aeronautics and Astronautics and, by courtesy, Professor of Mechanical Engineering and
Professor of Civil Engineering at Stanford University. Dr. Springer joined Stanford's
faculty in 1983.

Director; member of the Audit Committee; Vice President Fisher Investments, Inc. since
1989. From 1987 to 1989, Mr. Stanske was a Security Analyst with Farmers Insurance
Group. From 1980 to 1984 Mr. Stanske was an Analyst at Martin Marietta Corp.
Designated Financial Analyst in 1990.
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B. Compensation of Executive Officers.

1993 Cash Compensation. The following table sets forth all cash compensation paid by HexceJ in fiscal year 1993 to each of
the five most highly compensated executives of Hexcel (including Messrs. Witt, Schmidt and Penezic, who are either no longer
employed by Hexcel or are no longer active in its business) and to all executive officers as a group, for services rendered in all of
their respective capacities in fiscal year 1993:

EXECUTIVE COMPENSATION

SUMMARY COMPENSATION TABLE

Annual Compensation(l) Long-Term Compensation
Awards

Name & Principal
Position

R I Witt (2)
Chairman & Chief
Executive Officer
1 1 ice (3) . . . .
Chairman and
Co-Chief Executive Officer
J L Doyle (3)
Vice Chairman and
Co-Chief Executive Officer
D J O'Mara
President and Chief
Operating Officer
D G Schmidt (4)
VP and Chief
Financial Officer
R A Penezic
VP-Human Resources
& Administrative Operations
G L Sandercock
VP-Manufacturing

Year

1993
1992
1991
1993
1992
1991
1993
1992
1991
1993
1992
1991
1993
1992
1991
1993
1992
1991
1993
1992
1991

Salary
($)

$210,000
360,000
340,000
160,005

156,159

191,250
163,731
80,000

179,317
172,008
160,000
152,004
152,004
142,000
140,004
140,004
131,000

Bonus
($)

$ 0
0

126,710
0

0

0
0

27,000
0
0

50,000
0
0

38,000
0
0

20,000

Other Annual Restricted
Compensation Stock Awards

($)(S) ($)(«

$ — $110,813
— 91,936
— 82,529
— 0

— 0

— 49,619
— 33,713
— 15,998
— 44,325
— 35,138
— 32,375
— 39,400
— 31,053
— 27,576
— 35,706
— 28,607
— 25,436

Securities
Underlying

Options/SARs
(#)(7)

68,000
37,400
88,375

0

0

33,500
15,000
20,000
24,000
15,000
20,000
20,000
10,000
20,000
15,000
8,000

15,000

Payouts

LTIP
Payouts

($)(«)

$0
0
0
0

0

0
0
0
0
0
0
0
0
0
0
0
0

All Other
Compensation

($)(»)

$810,141
6,866

51,675

68,475

6,000
4,364

4,085
4,364

4,560
4,560

4,136
4,200

(1) Annual compensation includes amounts earned in the fiscal year, whether or not deferred.
(2) Mr. Witt's employment as Chairman and Chief Executive Officer terminated effective July 30, 1993.
(3) Messrs. Doyle and Lee served as Hexcel consultants in July and August, and as employees from September 1 to December 31, 1993.

Mr. Doyle resigned as Co-Chief Executive Officer effective December 31, 1993.
(4) Included is Mr. Schmidt's $12,754 of short-term disability payments during 1993. In 1994, Mr. Schmidt was placed on long-term disability.
(5) Aggregate perquisite values do not exceed the lesser of $50,000 or 10% of reported salary and bonus for each year.
(6) The restricted stock was issued under the 1988 Management Stock Program and is subject to certain restrictions requiring that the executive

remain in Hexcel's employ for a period of five years before being entitled to receive all of the shares issued. The executive does not pay cash
for the shares issued. The shares are non-transferrable while restricted; however, the holder is entitled to vote the shares and receive, without
restrictions, all dividends and distributions, except dividends or distributions in stock or other shares which then become restricted stock. The
restrictions all terminate upon the executive's retirement, death or disability. If employment terminates otherwise during the term of
restrictions, the unvested shares are forfeited to Hexcel without payment of any consideration. The restrictions on the restricted stock will
lapse in varying percentages between three and five years following issuance. In the above table, the restricted stock is valued as of the date of
grant. The total number of restricted shares and the aggregate value at December 31, 1993 were as follows: Messrs. Witt, Lee and Doyle held
no shares; Mr. O'Mara held 8,085 shares valued at $28,803; Mr. Schmidt held 9,536 shares valued at $33,972; Mr. Penezic held 10,067
shares valued at $35,864; and Mr. Sandercock held 9,246 shares valued at $32,939. Aggregate market value is based on December 31, 1993's
closing price of $3.56.

(7) As of December 31, 1993, all options were underwater. Mr. Witt's options expired 90 days after his separation date.
(8) No awards were earned under the Incentive Plan during 1993.
(9) Consists of (i) in the case of Mr. Witt, his Separation Agreement, valued at $801,806, including $720,000 of salary continuation payments,

and the contributions to his Salaried Employees' Retirement Plan of $8,335; (ii) in the case of Messrs. Lee and Doyle, directors' fees for
services as directors for the period prior to their employment in the amounts of $8,175 and $24,225, respectively, and consulting fees during
July and August, 1993, in their capacities as Co-Chief Executive Officers, in the amounts of $43,500 and $44,250, respectively; and (iii) in
the case of the other officers, contributions to the Salaried Employees' Retirement Plan. Messrs. Lee and Doyle did not participate in the
Salaried Employees' Retirement Plan for 1993. Consistent with the transition rules, amounts for 1991 are not reported.
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The following table sets forth information with respect to all grants to executive officers of Hexcel Options and stock
appreciation rights ("SARs") exercised in the fiscal year ended December 31, 1993:

AGGREGATED OPTIONS/SAR EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR END OPTION/SAR VALUES

Name

Shares Acquired
on Exercise

(#)

0
0
0
0
0
0
0

Value Realized
($)

(D(2)

0
0
0
0
0
0
0

Number of
Securities

Underlying
Unexercised

Options/SARs at
Fiscal Year End

(#)
Exercisable/

Unexercisable

0/0
0/0
0/0

43,500/33,500
35,000/24,000
45,448/20,000
34,875/15,000

Value of
Unexercised In

the Money
Options/SARs at
Fiscal Year End

($)
Exercisable/

Unexercisable
(D(2)

0/0

0/0
0/0
0/0
0/0
0/0
0/0

R.L. Witt
J.J. Lee
J.L. Doyle
D.J. O'Mara
D.G. Schmidt
R.A. Penezic
G.L. Sandercock

(1) Market value of underlying securities at December 31, 1993 close minus the exercise or base price.
(2) All Options were cancelled or are underwater and will be cancelled under the Plan.

The following table sets forth the annual pension benefits payable by Hexcel to certain key executive employees designated by
the Board of Directors pursuant to the Executive Deferred Compensation Plan ("EDCA"):

Pension Plan Table (1)
Annual Retirement Income

Years of Service (2)(3)

Remuneration 10

$125,000
150,000
175,000
200,000
250,000
300,000
350,000
400,000

$18,750
22,500
26,250
30,000
37,500
45,000
52,500
60,000

IS

$28,125
33,750
39,375
45,000
56,250
67,500
78,750
90,000

20

$ 37,500
45,000
52,500
60,000
75,000
90,000
105,000
120,000

25

$ 46,875
56,250
65,625
75,000
93,750

112,500
131,250
150,000

(1) Executive Deferred Compensation Plan (EDCA). This retirement plan consists of individual agreements between Hexcel and
certain key executive employees designated by the Board of Directors. The agreements generally provide an annual retirement
income to these key employees of up to 1 Vz% of their salary and bonuses for each year they are covered under the plan. Messrs.
Lee and Doyle did not participate in EDCA during 1993.

(2) Benefits are payable beginning at age 65 monthly for life (with a minimum of 120 monthly payments). Each employee may
elect (with the Company's consent) to receive, in lieu of such payments, a lump sum benefit in an amount equal to the present
value at age 65 of such benefits (based on the 1971 Group Annuity Mortality table), or any other form of retirement benefit
actuarially equivalent thereto. The employee is also entitled to certain life and medical insurance benefits.

(3) Estimated credited years of service are as follows: Mr. Witt—13 years; Mr. O'Mara—3 years; Mr. Schmidt—3 years;
Mr. Penezic—12 years; and Mr. Sandercock—4 years.
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The following table sets forth the Hexcel Option grants during the fiscal year ended December 31, 1993:

OPTIONS/GRANTS IN LAST FISCAL YEAR

Name

R.L. Witt
J.J. Lee
J.L. Doyle
D.J. O'Mara

D.G. Schmidt ...
R.A. Penezic
G.L. Sandercock

Individual Grants in 1993

Number of
Securities

Underlying
Options

Granted to
(#)

68,000
0
0

25,000
8,500

24,000
20,000
15,000

% of Total
Options

Granted to
Employees in

Fiscal
Year (1)

24.71%

—
9.08%
3.09%
8.72%
7.27%
5.45%

Exercise
Price (2)

$12.31

—
12.31
9.13

12.31
12.31
12.31

Expiration
Date

1/12/03(3)

—
01/12/03
05/04/03
01/12/03
01/12/03
01/12/03

Potential Realizable Value at
Assumed Annual Rates of Stock
Price Appreciation for 10-year

Option Term

5%

Dollar Gains
(4)

—(3)

$71,415
50,509
68,558
57,132
42,849

10%
Dollar Gains

(4)

-0)

$296,043
126,371
284,201
236,835
177,626

(1) Based on 275,100 Options to all employees. Options become fully vested after one year from date of grant. Upon termination
of employment, a participant may exercise fully vested Options for three months after date of termination.

(2) Fair Market Value on date of grant.
(3) Option grant to Mr. Witt expired unexercised on October 31, 1993.
(4) The dollar amounts under these columns are calculated at 5% and 10% annual stock growth rates prescribed by the SEC for

this purpose, and therefore, are not intended to forecast possible future appreciation, if any, of the Company's Common Stock.
The potential value is calculated net of the exercise price based on the term of options at the time of grant, 10 years,
compounded annually. No gain to the optionee is possible without stock price appreciation, which will commensurately benefit
all stockholders.
All Options were cancelled or are underwater.

C. Compensation of Directors.

Except for Messrs. Lee, O'Mara, Krumme and Glatstein, the only directors who are salaried employees of the Company,
directors are compensated for services as directors in the amount of $13,500 per year ($14,500 per year for Committee chairmen).
Directors are also paid $800 for each Board and Committee meeting they attend. Messrs. Lee and Doyle, who were each employed
by Hexcel for a portion of 1993, received the annual and meeting compensation for the period during 1993 that each was a director
but not an employee.

In addition, directors may participate in the Directors' Retirement Plan. A director who has served as a director for at least 5
years, and during which period does not accrue other Company retirement benefits, is entitled, on retirement, to a total retirement
benefit equal to 50% of his or her annual compensation as a director, averaged for the three years prior to retirement, multiplied by
the number of years he or she served on the Board while not accruing other Hexcel retirement benefits, payable over a period not to
exceed 10 years. The amount and term of payment is subject to adjustment in certain events. At December 31, 1993, Messrs.
Brown and Doyle were the only directors who were entitled to receive retirement benefits, which total $158,025 and $231,486,
respectively.

, Messrs. Lee and Doyle became Co-Chief Executive Officers on August 1, 1993 and employees on September 1, 1993. During
July and August, 1993, they were each paid consulting fees by Hexcel, with Mr. Lee being paid $43,500 and Mr. Doyle being paid
$44,250, which amounts are set forth in a footnote to the Summary Compensation Table. As employees, they have received
compensation in amounts set forth in the Summary Compensation Table, in accordance with the provisions of Employment
Agreements described below.

D. Employment Agreements.

1. Employment Agreements of Messrs. Lee and Doyle.

As of August 1, 1993, Messrs. Lee and Doyle were engaged to act as Co-Chief Executive Officers ("Co-CEOs") of the
Company. Mr. Doyle took primary responsibility for managing and restructuring the business operations and Mr. Lee took primary
responsibility for managing and restructuring the finances and debt structure. Each was expected to expend at least 50% of his time
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in his role as the Co-CEO. During July and August, 1993, Messrs. Lee and Doyle were compensated in their capacities as directors
and received consulting fees as noted above; they became employees as of September 1, 1993. Mr. Doyle resigned as Co-CEO
effective December 31, 1993, remaining as a director, and Mr. Lee became the sole Chief Executive Officer on January 1, 1994.

The employment agreements for Messrs. Lee and Doyle (the "Old Employment Agreements") provide that they each earned
a base salary of $480,000 for services performed on behalf of Hexcel during the annual period September 1, 1993 through
August 31, 1994 (the "Employment Term").

To conserve cash and facilitate Hexcel's reorganization, Messrs. Lee and Doyle each offered to accept $200,000, for the
Employment Term under the Old Employment Agreements, in cash, payable on the regular compensation schedule for Hexcel's
other executives, and the balance of the base salary of $280,000 in deferred compensation. Under the Old Employment
Agreements, the deferred compensation is payable in one lump sum at the end of the Employment Term thereof. To provide
additional incentives to Messrs. Lee and Doyle to restructure Hexcel in the short term, certain substitute or additional incentives
were provided, which are discussed below.

Messrs. Doyle and Lee earned a pro rata portion of deferred and cash compensation for their four months of service as
employees during 1993. The amount of the deferred compensation earned prior to the filing of the Chapter 11 Case ($70,000) is a
pre-petition claim against the Company.

As a result of his resignation as Co-CEO, Mr. Doyle's Old Employment Agreement and, thus, his compensation, terminated as
of December 31, 1993. Mr. Doyle received no severance compensation as a result of his resignation.

The Old Employment Agreements both provided for the following additional incentives, in which, as a result of his
resignation as Co-CEO, Mr. Doyle will not participate:

• Had Hexcel completed a restructuring of its debt outside chapter 11, each Co-CEO would have been eligible for a
grant of 70,000 option shares in lieu of his deferred compensation. The Executive Compensation Committee has
determined and Mr. Lee has concurred, that this incentive is no longer applicable under his agreement.

• If Hexcel completes a merger or sale during the Employment Term, each Co-CEO shall be paid '/2 of 1% of the value
of the transaction in lieu of the deferred compensation.

e If there occurs an equity investment in Hexcel, each Co-CEO shall receive a cash bonus equal to 1% of such
investment, in addition to the deferred compensation.

Neither Mr. Lee nor Mr. Doyle has received an incentive compensation award under the Old Employment Agreements.

During the Employment Term of the Old Agreements, Messrs. Lee and Doyle were not entitled to receive any Board of
Director fees, but they remained eligible to participate in, and have their service during the Employment Term credited towards,
Hexcel's Directors' Retirement Plan. Mr. Doyle did not participate in Hexcel's Salaried Employees' Retirement Plan. Mr. Lee
became a participant in Hexcel's Salaried Employee's Retirement Plan during 1994.

2. Interim Employment Agreement and Proposed Consulting Agreement with Mr. Lee.

By Stipulation and Order dated September 21, 1994, Hexcel was authorized to enter into the employment agreement with
Mr. Lee dated as of September 1, 1994 providing for his continued employment as Chairman and Chief Executive Officer of
Hexcel at an annual salary of $400,000. The new employment agreement is terminable by either Hexcel or Mr. Lee on 30 days
notice any time after November 30, 1994 and would automatically terminate upon the Effective Date of a plan proposed by the
Debtor alone, or upon the confirmation date of a plan proposed by the Equity Committee alone. (Under the Plan jointly proposed
by the Debtor and the Equity Committee, Mr. Lee is to continue as Chief Executive Officer until a new Chief Executive Officer is
hired). In addition, pursuant to the Stipulation and Order, Hexcel was authorized and directed to pay Mr. Lee's claim for deferred
compensation under his Old Employment Agreement to the extent such deferred compensation accrued since the Filing Date, or
$206,356.20, as an administrative expense. The pre-petition portion of Mr. Lee's claim for deferred compensation, or $73,643.80,
shall be treated as a pre-petition claim.

Following the selection of a new Chief Executive Officer, Mr. Lee will resign as an officer of Hexcel and be retained as a
consultant to Reorganized Hexcel for strategic planning pursuant to certain pre-negotiated terms for a period of two years. The
consulting agreement will be subject to termination at the end of the first year by resolution of the Board of Directors of
Reorganized Hexcel delivered to Mr. Lee not earlier than 60 days and not later than 30 days prior to the end of the first year.

The compensation provided to Mr. Lee as a consultant will be as follows: base compensation (salary and fees) of $180,000 per
year during the first year, and $230,000 during the second year, plus the same benefits provided to him in his interim employment
agreement. In addition, there will be a bonus opportunity determined by the Board of Directors of Reorganized Hexcel.
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Mr. Lee will receive stock options for approximately .625% of Reorganized Hexcel's fully diluted common stock (without
giving effect to the conversion of the Subordinated Debentures) at a price equal to the average of the daily average prices of
Reorganized Hexcel Common Stock for the 20 trading days beginning 30 calendar days following expiration of the Rights
Offering. Such options will vest in equal monthly installments over the two-year term of the consulting agreement, subject to being
fully vested upon an early termination thereof (other than for cause or voluntary resignation) and will be exercisable until the later
of three years following the date of grant (i.e., the Effective Date) or one year after expiration of the consulting agreement.

3. Employment Separation Agreement and Consulting Agreement of Mr. Witt

Mr. Witt's employment with Hexcel terminated on July 30, 1993. Pursuant to an agreement negotiated between Hexcel and
Mr. Witt, Mr. Witt is to be paid his then current salary through July 31, 1995, in the same manner salary is paid to other employees.
The total amount of this salary continuation is $720,000. Mr. Witt also received certain amounts from other retirement plans and
continues to remain eligible for certain benefits made available to all employees of Hexcel. Hexcel also agreed to transfer to him
the car then leased by Hexcel for him and provide him with certain life insurance, outplacement service and other benefits. See
Summary Compensation Table for additional information. As a result of the Chapter 11 filing, Mr. Witt's salary continuation
payments cannot be paid currently, but constitute a general unsecured claim against the Company, subject to disposition pursuant to
the Plan.

Effective September 16, 1994, subject to the approval of the Bankruptcy Court, Mr. Witt was retained as a consultant to Vice
Chairman David Glatstein until the Effective Date at a fee of $15,000 per month.

4. Contingency Employment Agreements.

Hexcel has agreements with certain key employees that provide for their continued employment during Hexcel's
reorganization and in the event of a change in control of Hexcel. The agreements were designed to encourage dedication to their
duties without distraction in the event of a change or attempted change in control of Hexcel. The agreements, which are all similar,
were each approved by the Committee and were entered into with each of the officers named in the Summary Compensation Table,
other than Messrs. Lee and Doyle, along with certain other key employees. Mr. Witt's agreement has terminated.

The agreements provide, in substance, that, in the event of a "change in control" of Hexcel (as defined therein), Hexcel will
continue to employ the employee for four years thereafter in a similar capacity and at similar salary, bonus and benefit levels, with
increases in salary, bonus, and benefits consistent with the Company's policies for similarly situated employees. If there is a change
in control and the employment is terminated by Hexcel without cause or the employee terminates his employment for "good
reason" (as defined therein) during the four-year term, the employee is entitled to a lump sum payment, which, under most
circumstances, would be 75% of base salary for the remainder of the period plus 15% of such base salary for lost fringe benefits,
plus certain bonus amounts. The lump sum payment is subject to certain maximum allowable deductions for income tax purposes
under the Internal Revenue Code and other limiting factors. The Proponents plan to seek termination of these agreements prior to
the Effective Date, and have offered contingent severance agreements to certain employees who have these agreements in exchange
for their voluntary relinquishment of same.

5. Compensation Committee Interlocks and Insider Participation.

The following directors were members of the Executive Compensation Committee of the Board of Directors during 1993:
Gary Depolo (member from May 14, 1993, Chairman from November 12, 1993); Cyrus Holley (Member from November 12,
1993); John L. Doyle (former Chairman until May 14, 1993); Charles R. Weaver (former member, Chairman from May 14, 1993
until November 11, 1993); and John J. Lee (former member from May 14, 1993 until August 30, 1993). Messrs. Lee and Doyle
became the Co-Chief Executive Officers of the Company on August 1, 1993, and employees of the Company on September 1,
1993.

During 1993, Mr. Lee was also a member of the compensation committee of XTRA Corporation. Mr. Lewis Rubin, a director
of the Company during 1993, also served as President and Chief Executive Officer of XTRA Corporation. Mr. Rubin has not
served on the Executive Compensation Committee of Hexcel Corporation.

E. Incentive Bonus Plan.

Upon recommendation of the Executive Compensation Committee, the Board annually selects certain officers as participants
in the plan and establishes target levels of earnings and other measures of success of the Company for both the following year and
the following three years. The participants can earn an incentive bonus based on a percentage of base salary, payable in the year
following the measuring period, proportionate to the extent to which the target level is reached or exceeded. Corporate performance
ls measured by Cash Row Return on Investment (CFROI). CFROI is the ratio of profit after tax plus depreciation to average gross
assets. No awards were earned for the year 1993 and this plan was not operative in 1994.
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F. Executive Deferred Compensation and Consulting Agreements.

This program consists of individual agreements between Hexcel and certain key executives designated by the Board. The
agreements provide an annual retirement income to these key executives generally of 1.5% of their salary and bonuses for each
year they are covered under the program. The retirement benefits are payable monthly, as a life annuity (with a minimum of 120
monthly payments); however, Hexcel has the right to consent to the executive's request for a different form of benefit payout,
including a lump sum payment. Each agreement also requires Hexcel to continue to cover the key executive under Hexcel's group
medical and dental insurance plans and to provide life insurance for so long as the executive is receiving payments under the
agreement and has not attained the age of 75. The retirement benefits generally commence upon the later of the executive's
attainment of age 65 or retirement. This program will be continued by Reorganized Hexcel after the Effective Date.

G. Deferred Compensation Plan.

Under this Plan, all or part of an officer's incentive bonus received under the Incentive Bonus Plan may be either deferred for
future payment, or exchanged for discounted stock options. The officer may defer payment for up to ten years following
termination of his employment, with interest accruing on the deferred amount at the prime rate. This Plan is expected to be
continued by Reorganized Hexcel after the Effective Date.

H. 1988 Management Stock Program.

The 1988 Management Stock Program ("Stock Plan") consists of three separate incentive stock plans: a stock option plan, a
discounted stock option plan and a restricted stock plan. Under the stock option plan, options are granted to purchase shares of
Hexcel's Common Stock at prices not less than the fair market value of the shares at the date of grant. Under the discounted stock
option plan, each officer may elect to exchange all or a portion of his or her incentive bonus for options pursuant to Hexcel's
Deferred Compensation Plan. The number of shares of Common Stock subject to an option grant pursuant to this plan is equal to
the amount of the incentive bonus exchanged divided by the difference between the fair market value of a share of Common Stock
on the grant date and the greater of one dollar or 50% of such fair market value. The exercise price of a discounted option is the
greater of one dollar or 50% of the fair market value of the Common Stock on the grant date.

Under the restricted stock plan, Hexcel issues shares of its Common Stock to its key executives. The shares are subject to
certain restrictions requiring that the key executives remain in Hexcel's employ for a period of five years before being entitled to
receive all of the shares issued. The shares are non-transferable while restricted; however, the holder is entitled to vote the shares
and receive, without restrictions, all dividends and distributions, except dividends or distributions in stock or other shares which
become restricted stock. The restrictions terminate upon the stockholder's retirement, death or disability. If employment terminates
otherwise during the term of restrictions, the unvested shares are forfeited to Hexcel without payment of any consideration. The
restrictions on the restricted stock will lapse in varying percentages between three and five years following issuance.

The Stock Plan will be terminated on the Effective Date, except that the restrictions with respect to the outstanding restricted
stock will continue to govern any outstanding Options and restricted shares of Reorganized Hexcel Common Stock issued with
respect thereto. The Stock Plan will be replaced by the new Long Term Incentive Plan described below.

I. New Long Term Incentive Plan.

The new Long Term Incentive Plan ("Incentive Plan") was adopted by the Board of Directors of Reorganized Hexcel (the
"Board") on October 25, 1994, which will become effective on the Effective Date, subject to its approval by Reorganized
Hexcel's stockholders within 12 months of such adoption. The Incentive Plan will replace the Stock Plan described above which
will be terminated on the Effective Date.

The following summarizes the principal features of the Incentive Plan (a copy of which is annexed hereto as Exhibit G) and is
qualified in its entirety by reference to the full text of the Incentive Plan.

1. Purpose.

The purpose of the Incentive Plan is to attract and retain employees of Reorganized Hexcel, and to induce such employees to
exert their maximum efforts toward Reorganized Hexcel's success and thereby increase overall stockholders' value.

2. Eligibility and Extent of Participation.

Under the Incentive Plan, Reorganized Hexcel may grant to eligible individuals stock options (with or without stock
appreciation rights), dividend equivalent rights, stock awards, restricted share awards, or other awards which are valued in whole or
in part by reference to, or are otherwise based on, the common stock, all in stand alone, combination or tandem basis (the
"Awards"). Any employee, officer, director (other than a member of the Committee (as defined below)) or consultant of
Reorganized Hexcel or any subsidiary thereof, as selected by the Compensation and Organization Committee of the Board of
Reorganized Hexcel, or such other committee of the Board of Reorganized Hexcel as may be designated by the Board of
Reorganized Hexcel to administer the Incentive Plan (the "Committee") is eligible to receive Awards under the Incentive Plan.
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3. Administration.

The Incentive Plan shall be administered by the Committee, as such Committee may be composed from time to time. The
Committee shall have the authority, in its discretion, to take the following actions under the Incentive Plan:

a. To determine the individuals to whom Awards shall be granted (the "Participants"), the times at which Awards shall
be granted, the type of Awards granted, and the grant terms of the Awards (including vesting schedules, price, restriction or
option period, dividend rights, post-retirement and termination rights, payment alternatives such as cash, stock, contingent
awards, or other means of payment, and any other such terms and conditions which the Committee deems appropriate).

b. To determine the disposition of the grant of each Award in the event of retirement, disability, death or other
termination of a Participant's employment with Hexcel.

c. To interpret the Incentive Plan and any Award agreement.

d. To provide for the conditions and circumstances under which Awards shall be forfeited.

4. Types of Awards.

Under the terms of the Incentive Plan, the Committee, at its discretion, may grant the following types of Awards, and other
common stock-based Awards, on a stand alone, tandem or combination basis:

a. Stock Option. A right to buy a specified number of shares of Reorganized Hexcel Common Stock at a fixed
exercise price during a specified time, all as the Committee may determine.

b. Incentive Stock Option. An Award in the form of a stock option which shall comply with the requirements for
treatment as an Incentive Stock Option ("ISO") as provided in Section 422 of the Internal Revenue Code of 1986, as
amended (the "Tax Code") or any successor section. Section 422 of the Tax Code places certain restrictions on ISOs. The
exercise price of an ISO may not be less than 100% of the fair market value of the Reorganized Hexcel Common Stock on the
date of grant and an ISO, by its terms, may not be exercisable after 10 years of the date of its grant. However, the exercise
price in the case of an ISO held by a Participant who owns more than 10% of the total combined voting power of all classes of
shares of Reorganized Hexcel or any subsidiary (a "Principal Stockholder") may not be less than 110% of the fair market
value of the Reorganized Hexcel Common Stock on the date of grant, and such ISO, by its terms, may not be exercisable more
than five years after it is granted. An ISO may not be granted to an employee if the exercisability of such ISO would cause the
aggregate fair market value (determined at the time of grant) of Reorganized Hexcel's capital stock for which any ISOs are
exercisable for the first time by such employee during any calendar year, under any plans of Reorganized Hexcel, its parent
and its subsidiaries, to exceed $100,000.

c. Stock Option in Lieu of Compensation Election. A right given to a director, officer or key employee to elect to
exchange director fees or compensation for stock options.

d. Stock Appreciation Right. A right which may or may not be contained in the grant of a stock option or ISO to
receive the excess of the fair market value of a share of Reorganized Hexcel Common Stock on the date the option is
surrendered over the option exercise price or a base price set by the Committee.

e. Restricted Shares. A transfer of Reorganized Hexcel Common Stock to a Participant subject to forfeiture unt i l
such restrictions, terms and conditions as the Committee may determine are fulfilled.

f. Dividend or Equivalent. A right to receive dividends or their equivalent in value in Reorganized Hexcel Common
Stock, cash or in a combination of both with respect to any new or previously existing Award.

g. Stock Award. An unrestricted transfer of ownership of Reorganized Hexcel Common Stock.

h. Other Stock-Based Awards. Other common stock-based Awards which are related to or serve a similar function to
those Awards set forth above.

.... Each Award granted under the Incentive Plan shall be evidenced by a written agreement setting forth the terms and conditions
of the Award and executed by Reorganized Hexcel and the Participant.

5. Securities Subject to the Plan.

The maximum aggregate number of shares of Reorganized Hexcel Common Stock as to which Awards may at any time be
granted under the Incentive Plan is 1,000,000 (which number shall be exclusive of any Hexcel Options outstanding on the Effective
Date). Such shares may be either authorized but unissued shares, or shares previously issued and reacquired by Reorganized
Hexcel. If and to the extent Awards granted under the Plan terminate, expire or are canceled, forfeited or surrendered without
having been exercised, the unpurchased shares subject to such Award shall again be available for the grant of Awards under the
"Ian. Awards payable only in cash will not reduce the number of shares available for Awards granted under the Plan.

6- Exercise and Term of Options.

--The dates on and the extent to which an Award is exercisable or becomes effective shall be fixed by the Committee, in its
cuscretion, at the time such Award is granted. The expiration of each Award shall be fixed by the Committee, in its discretion, at the

such Award is granted.
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A Participant will not have any of the rights of a stockholder with respect to the shares covered by an Award until the date the
Participant becomes the holder of record.

Unless payment alternatives are specified in the Award agreement, payment for such shares may be made (i) in U.S. dollars by
personal check, bank draft or money order payable to Reorganized Hexcel, by money transfers or direct account debits; (ii) through
the delivery or deemed delivery based on attestation to the ownership of shares of common stock with a fair market value equal to
the total payment due from the Participant; (iii) pursuant to a broker-assisted "cashless exercise" program if established by
Reorganized Hexcel; (iv) by a combination of the methods described in (i) through (iii) above; or (v) by such other methods as the
Committee may deem appropriate.

7. Transferability of Options and Awards.

Unless otherwise specified in the Award agreement, no Award is transferable or assignable, except by will or the laws of
descent and distribution. During the lifetime of the Participant, the Award shall be exercised only by such Participant.

8. Effect of Certain Changes.

The aggregate number of shares of Reorganized Hexcel Common Stock as to which Awards may be granted, the number of
shares thereof covered by each outstanding Award, and the price per share thereof in each such Award, shall all be proportionately
adjusted for any increase or decrease in the number of issued shares of Reorganized Hexcel Common Stock resulting from a
subdivision or consolidation of shares or other capital adjustment, or the payment of a stock dividend or other increase or decrease
in such shares, or other change in corporate or capital structure; provided, however, that any fractional shares resulting from any
such adjustment shall be eliminated. The Committee may also make the foregoing changes and any other changes, including
changes in the classes of securities available, to the extent it is deemed necessary or desirable to preserve the intended benefits of
the Incentive Plan for Reorganized Hexcel and the Participants in the event of any other reorganization, recapitalization, merger,
consolidation, spin-off, extraordinary dividend or other distribution or similar transaction.

9. Amendment and Termination of the Incentive Plan.

The Incentive Plan will terminate on the tenth anniversary of the adoption of the Incentive Plan. No Awards may be granted
after the termination of the Incentive Plan. The Incentive Plan may from time to time be modified or amended, or at any time be
terminated, by the affirmative vote of the holders of a majority of the outstanding shares of the capital stock of Reorganized Hexcel
present or represented and entitled to vote at a duly held stockholders meeting.

The Committee may at any time terminate the Incentive Plan or from time to time make such modifications or amendments to
the Incentive Plan as it may deem advisable; provided, however, that the Committee shall not make any material amendments to
the Incentive Plan without approval by the affirmative vote of the holders of a majority of the outstanding shares of the capital
stock of Reorganized Hexcel present or represented and entitled to vote at a duly held stockholders meeting.

No termination, modification or amendment of the Incentive Plan may adversely affect the rights conferred by an Award
without the consent of the recipient thereof.

10. Certain Federal Income Tax Consequences.

a. General. The following summary describes the principal federal (and not state and local) income tax consequences
of Awards which may be granted under the Incentive Plan. It is general in nature and is not intended to cover all tax
consequences that may apply to a particular employee or to Reorganized Hexcel.

b. Nonstatutory Stock Options. A nonstatutory stock option is an option that on the date of the option grant does not
qualify as an incentive stock option under Section 422 of the Tax Code. If a nonstatutory stock option is granted to a
Participant in accordance with the terms of the Incentive Plan, no income will be recognized by such Participant at the time
the Option is granted.

On exercise of a nonstatutory stock option, the amount by which the fair market value of the Reorganized Hexcel Common
Stock on the date of exercise exceeds the purchase price of such shares will generally be taxable to the Participant as ordinary
income, and will be generally deductible for tax purposes by Reorganized Hexcel (or one of its subsidiaries) in the year in which
the Participant recognizes the ordinary income. The disposition of shares acquired upon exercise of a nonstatutory stock option will
ordinarily result in long-term or short-term capital gain or loss (depending on the applicable holding period) in an amount equal to
the difference between the amount realized on such disposition and the sum of the purchase price and the amount of ordinary
income recognized in connection with the exercise of the nonstalutory stock option.

c. Incentive Stock Options. If an ISO is granted to a Participant in accordance with the terms of the Incentive Plan,
no income will be recognized by such Participant at the time the ISO is granted.

On exercise of an ISO, the Participant will generally not recognize any income and Reorganized Hexcel (or one of its
subsidiaries) will generally not be entitled to a deduction for tax purposes. However, the difference between the purchase price and
the fair market value of the Reorganized Hexcel Common Stock received on the date of exercise will be treated as a positive
adjustment in determining the Participant's alternative minimum taxable income, which may subject the Participant to the
alternative minimum tax. The alternative minimum tax paid with respect to the exercise of an ISO in one year will be a credit
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against the regular tax in a subsequent year. The disposition of shares acquired upon exercise of an ISO will ordinarily result in
long-term capital gain or loss. However, if the Participant disposes of shares acquired upon exercise of an ISO within two years
after the date of grant or within one year after the date of exercise (a "disqualifying disposition"), the Participant will generally
recognize, ordinary income, and Reorganized Hexcel (or one of its subsidiaries) will generally be entitled to a deduction for tax
purposes, in the amount of the excess of the fair market value of the Reorganized Hexcel Common Stock on the date the ISO is so
exercised over the purchase price (or the gain on sale, if less). Any excess of the amount realized by the Participant on the
disqualifying disposition over the fair market value of the shares on the date of exercise of the ISO will ordinarily constitute capital
gain.

d. Stock Option In Lieu of Compensation Election. If a Participant, pursuant to an Award, elects to exchange his
compensation or fees for stock options, such Participant would recognize income under the rules described above with respect
to nonstatutory stock options.

e. Stock Appreciation Rights. The amount of any cash (or the fair market value of any Reorganized Hexcel Common
Stock) received upon the exercise of Stock Appreciation Rights ("SARs") under the Incentive Plan will be includible in the
Participant's ordinary income and Reorganized Hexcel (or one of its subsidiaries) generally will be entitled to a deduction for
such amount. Upon disposition of any stock received upon exercise of an S AR, the grantee will recognize capital gain or loss,
which will be long- or short-term depending on the period elapsed since the date of such exercise equal to the difference
between the amount realized on such disposition and the fair market value of such stock on the date the SAR was exercised.

f. Restricted Shares. If restricted shares are awarded to a Participant in accordance with the terms of the Incentive
Plan, generally no income will be recognized by such Participant at the time the Award is made. Generally, such Participant
will be required to include in his ordinary income, as compensation, the fair market value of such restricted shares upon the
lapse of the forfeiture provisions applicable thereto, less any amount paid therefor. The Participant may, however, elect within
30 days after acquiring the shares, to be taxed immediately upon receipt of such shares rather than when the forfeiture
provisions lapse. If such election is made, the Participant will recognize ordinary income in the taxable year of his Award in
an amount equal to the fair market value of such restricted shares (determined without regard to the restrictions which by their
terms will lapse) at the time of receipt, less any amount paid therefor. Absent the making of the election referred to in the
preceding sentences, any cash dividends or other distributions paid with respect to restricted shares prior to lapse of the
applicable restrictions will be includible in the Participant's ordinary income as compensation at the time of receipt. In each
case, Reorganized Hexcel (or one of its subsidiaries) will be entitled to a deduction in the same amount as the Participant
realizes compensation income.

J. Salaried Employees Retirement Program.

This program includes a retirement savings plan (401(k) and after-tax contributions) and a profit sharing plan. Both of these
plans are qualified under Section 401 (a) of the Tax Code. This program also includes a non-qualified "excess" plan. All full time
salaried employees are eligible to participate after three months of continuous employment. Each year, participants may defer a
percentage of their base salaries on a before- and/or after-tax basis to the retirement savings plan. Hexcel contributes to the
retirement savings plan one-half of the amount deferred by employees, up to 6% of each employee's base salary (i.e., 3% from
Hexcel). Hexcel contributes to the profit sharing plan a percentage of profit before taxes, reduced by the contributions to the
retirement savings plan and certain other retirement expenses. Profit sharing contributions are allocated among the profit sharing
plan participants on the basis of salary plus incentive bonus plus overtime. To the extent that any amount cannot be allocated to a
plan participant because it exceeds the limits under Section 415 of the Tax Code, the participant is credited with an equal amount in
the non-qualified excess plan under the program. The participant becomes fully vested after 67 months or upon retirement at or
after age 65.

This program is expected to be continued by Reorganized Hexcel after the Effective Date.

K. Retiree Stock Bonus Plan.

Under this plan, Hexcel issues to certain retiring employees, without cost to them, shares of Common Stock. Retiring
employees with 15 years of service receive 15 shares and those with 20 years of service receive 25 shares. The Retiree Stock Bonus
Plan will be terminated on the Effective Date.
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L. Debtor's Intention to Apply for Authority to Award Compensation for Extraordinary Efforts.

In recognition of the extraordinary efforts of certain key employees of the Debtor through the course of the Chapter 11 Case,
the Debtor intends to apply for authority to create and distribute a Cash bonus pool of $1,200,000 (the "Consummation Bonus
Pool") to fund special one-time distributions among certain employees, including John J. Lee, Robert D. Krumme and William
Meehan.

The Board of Directors of Hexcel has determined that the amount and the terms of the Consummation Bonus Pool are
appropriate and reflective of (i) market standards for individuals who, like Messrs. Lee, Krumme and Meehan and the other
recipients of the Consummation Bonus Pool, have superior capabilities, (ii) the demonstrable hard work over a significant period of
time performed by Messrs. Lee, Krumme and Meehan and the other recipients of the Consummation Bonus Pool and (iii) the
positive performance of the Company in light of the restructuring and reorganization.

The Equity Committee and the Creditors' Committee do not presently support the Debtor's intention, and have expressly
reserved their right to object to any and all of the foregoing applications when made by the Debtor.

M. Post-Effective Date Security Ownership of Certain Beneficial Owners.

The following table sets forth those entities which, to the knowledge of the Debtor, will own beneficially more than five
percent of Reorganized Hexcel Common Stock as of the Effective Date:

Mutual Series Fund, Inc.
51 John F. Kennedy Parkway
Short Hills, New Jersey 07078

N. Investment by John J. Lee.

In connection with the Plan, John J. Lee has made the commitment to purchase and Hexcel has agreed to sell to Mr. Lee
$500,000 of Reorganized Hexcel Common Stock at $4.625 per share, upon consummation of the Rights Offering. The shares to be
purchased shall be a first call on the Oversubscription Pool, if any, reducing Mutual Series' and the stockholders' respective shares
therein on a pro rata basis, and thereafter shall be from authorized shares of Reorganized Hexcel issued in addition to those shares
to be sold in the Rights Offering.

VIII. APPLICABILITY OF FEDERAL AND OTHER SECURITIES LAWS
TO THE REORGANIZED HEXCEL COMMON STOCK AND RIGHTS

TO BE DISTRIBUTED UNDER THE PLAN

A. Issuance of Securities

1. Generally.

The Confirmation Order will authorize the issuance of Reorganized Hexcel Common Stock (including Reorganized Hexcel
Common Stock issuable on exercise of the Rights) and the Rights (collectively, the "New. Securities") to be issued under the Plan.
The New Securities distributed to holders of Allowed Claims and Interests will be issued without registration under the Securities
Act of 1933, as amended (the "Securities Act"), or under any state or local law, in reliance on the exemptions set forth in Section
1145 of the Bankruptcy Code. The Reorganized Hexcel Stock which will be sold to Mutual Series and John J. Lee will be sold
without registration under the Securities Act in reliance on the exemption under Section 4(2) of the Securities Act.

In order for the issuance of New Securities to be exempt from registration under Section 1145 of the Bankruptcy Code, three
principal requirements must be satisfied: (a) the securities must be issued by a debtor, its successor under a plan of reorganization,
or an affiliate participating in a joint plan of reorganization with the debtor (for this purpose Reorganized Hexcel is considered a
successor to Hexcel); (b) each recipient of the securities must hold a claim against the debtor or an affiliate, an interest in the debtor
or an affiliate, or a claim for an administrative expense against the debtor or an affiliate; and (c) the securities must be issued in
exchange for the recipient's claim against or interest in the debtor or an affiliate, or "principally" in such exchange and "partly"
for cash or other property.

Hexcel believes that the issuance of the New Securities will satisfy all three requirements because (a) the securities to be
issued will be securities of Hexcel, which is a debtor, and the issuance of the securities is specifically mandated under the Plan;
(b) the recipients of the securities are holders of Claims or Interests; and (c) the recipients of the securities will receive such
securities in exchange for their Claims and Interests.
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2. Resale Considerations.

Hexcel believes that the resale or disposition by the recipients of the New Securities (other than Mutual Series and John J.
Lee) will be exempt from registration under the Securities Act if the recipients are not deemed to be "underwriters" under Section
Il45(b) of the Bankruptcy Code. Section 1145(b) of the Bankruptcy Code defines four types of underwriters: (a) a person who
purchases a claim against, interest in, or claim for administrative expense in the case concerning, a debtor with a view to
distributing any security received in exchange for that claim or interest; (b) a person who offers to sell securities offered or sold
under a plan for the holders of those securities; (c) a person who offers to buy those securities from the holders of those securities,
if the offer is (i) made with a view to distribution of the securities, and (ii) made under an agreement made in connection with the
plan, its consummation or the offer or sale of securities under the plan; and (d) a person who is an "issuer" with respect to the
securities as the term "issuer" is defined in Section 2(11) of the Securities Act.

Under Section 2(11) of the Securities Act, an "issuer" will include any person directly or indirectly controlling or controlled
by Hexcel, or any person under direct or indirect common control with Reorganized Hexcel (an "Affiliate"). Whether a person is
an Affiliate, and therefore an "underwriter", with respect to Reorganized Hexcel for purposes of Section 1145(b) of the
Bankruptcy Code will depend on a number of factors. These factors include: (a) the person's equity interest in Reorganized Hexcel;
(b) the distribution and concentration of other equity interests in Reorganized Hexcel; (c) whether the person is an officer or
director of Reorganized Hexcel; (d) whether the person, either alone or acting in concert with others, has a contractual or other
relationship giving that person power over management policies and decisions of Reorganized Hexcel; and (e) whether the person
actually has that power notwithstanding the absence of formal indicia of control. An officer or director of Reorganized Hexcel may
be deemed an Affiliate.

To the extent that a person deemed to be an "underwriter" receives securities, resales by that person would not be exempted
by Section 1145 of the Bankruptcy Code from registration under the Securities Act except in "ordinary trading transactions"
(within the meaning of Section 1145(b)(l) of the Bankruptcy Code).

The Bankruptcy Code does not define the term "ordinary trading transactions," and the SEC has not given definitive
guidance with respect to the proper construction of the term. In a no-action letter the staff of the SEC has, however, concurred in
the view that a transaction will be an "ordinary trading transaction" if it is carried out on an exchange or in the over-the-counter
market at a time when the issuer of the traded securities is a reporting company under the Securities Exchange Act of 1934 (the
"Exchange Act") and does not involve any of the following factors:

(i) (x) concerted action by two or more recipients of securities issued under a plan of reorganization in connection with
the sale of those securities, or (y) concerted action by distributors on behalf of one or more such recipients in connection with
sales;

(ii) the preparation or use of informational documents concerning the offering of the securities to assist in the resale of
the securities, other than the disclosure statement approved in connection with the plan (and any supplement thereto) and
documents filed with the SEC by the debtor or the reorganized company pursuant to the Exchange Act; or

(iii) special compensation to brokers or dealers in connection with the sale of the securities designed as a special
incentive to resell the securities, other than compensation that would be paid pursuant to arm's-length negotiations between a
seller and a broker or dealer, each acting unilaterally that is not greater than the compensation that would be paid for a routine
similar-sized sale of similar securities of a similar issuer.

In addition, a person deemed to be an "underwriter" solely because he is an Affiliate may be able to sell securities without
registration, in accordance with Rule 144 under the Securities Act, which permits public sales of securities received pursuant to a
plan by statutory underwriters subject to volume limitations and certain other conditions. Based on the views of the SEC expressed
in no-action letters, a person deemed to be an underwriter solely because he is an Affiliate may be able to sell securities without
registration in accordance with Rule 144, without complying with the holding period requirement of Rule 144(d).

Because of the complex, subjective nature of the question whether a particular holder may be an underwriter, the
Proponents make no representation concerning the ability of any person to dispose of the New Securities. Hexcel
recommends that recipients of securities under the Plan consult with their own counsel concerning the limitations on their
ability to dispose of those securities.

3. Delivery of Disclosure Statement.

Under Section 1145(a)(4) of the Bankruptcy Code, "stockbrokers" (as that term is defined in Section 101(48) of the
Bankruptcy Code) are required to deliver to their customers, for the first 40 days after the Effective Date of the Plan, a copy of this
Disclosure Statement (and any supplement to it ordered by the Bankruptcy Court) at or before the time of delivery of any security
issued under the Plan. This requirement specifically applies to trading and other after-market transactions in the securities issued
under the Plan. In this regard, however, the staff of the SEC has stated in no-action letters that when a company is and will be a
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"reporting person" required to file current information with the SEC under the Exchange Act, it would not recommend
enforcement action if a stockbroker did not comply with the disclosure statement delivery requirements of Section 1145(a)(4) of
the Bankruptcy Code. Hexcel has complied, and following the Effective Date of the Plan, Reorganized Hexcel will comply, with
the reporting requirements of the Exchange Act, including by the filing of Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q, and other required information.

IX. CERTAIN RISK FACTORS TO BE CONSIDERED

HOLDERS OF CLAIMS AGAINST AND EQUITY INTERESTS EM THE DEBTOR SHOULD READ AND
CONSIDER CAREFULLY THE FACTORS SET FORTH BELOW, AS WELL AS THE OTHER INFORMATION SET
FORTH IN THIS DISCLOSURE STATEMENT (AND THE DOCUMENTS DELIVERED TOGETHER HEREWITH
AND/OR INCORPORATED BY REFERENCE), PRIOR TO VOTING TO ACCEPT OR REJECT THE PLAN. THESE
RISK FACTORS SHOULD NOT, HOWEVER, BE REGARDED AS CONSTITUTING THE ONLY RISKS INVOLVED
IN CONNECTION WITH THE PLAN AND ITS IMPLEMENTATION.

The ultimate recoveries under the Plan to holders of Claims (other than those holders who are paid in cash under the Plan) and
Interests depend upon the realizable value of the notes to be issued pursuant to the Plan and the Reorganized Hexcel Common
Stock. The securities to be issued pursuant to the Plan are subject to a number of material risks, including, but not limited to, those
specified below. The factors specified below assume that the Plan is approved by the Bankruptcy Court and that the Effective Date
occurs on or about January 1, 1995. Prior to voting on the Plan, each holder of a Claim or Equity Interest entitled to vote should
carefully consider the risk factors specified or referred to below, the exhibits annexed hereto, as well as all of the information
contained in the Plan and all exhibits thereto.

A. Projected Financial Information.

The Projected Financial Information included in this Disclosure Statement is dependent upon the successful implementation of
the business plan upon which the Projected Financial Information is based and upon the validity of the other assumptions contained
therein. These projections reflect numerous assumptions, including confirmation and consummation of the Plan in accordance with
its terms, the anticipated future performance of Hexcel, industry performance, certain assumptions with respect to competitors of
Hexcel, general business and economic conditions, the sale of the resins business and other matters, many of which are beyond the
control of Hexcel. In addition, unanticipated events and circumstances occurring subsequent to the preparation of the projections
may affect the actual financial results of Hexcel. Moreover, there is an inherent uncertainty as to questions of valuation of
Reorganized Hexcel Common Stock for tax purposes. Although the Proponents believe that the assumptions are reasonable, there is
a risk that the Internal Revenue Service will challenge these assumptions, which could affect Hexcel's ability to utilize its pre-
confirmation net operating losses, resulting in increased federal income taxes due in any given year. Although the Proponents
believe that the projections are reasonably attainable, some or all of the estimates will vary and variations between the actual
financial results and those projected may be material.

One of the significant assumptions underlying the Projected Financial Information is that Hexcel will increase its gross
margins during the projection period by implementing specific, identified manufacturing improvements. The successful
implementation of these improvements is dependent upon many factors, some of which are outside of Hexcel's control, such as
obtaining customer qualification of new processes and receiving an adequate supply of materials from key vendors. Hexcel's
failure to successfully implement these improvements as scheduled and achieve the projected gross margin increases could have a
material adverse impact on Hexcel's ability to meet the projections.

B. Ability to Refinance Debt.

As of the Effective Date, Hexcel will have $86,205,000 of interest bearing debt of which $11,778,000 will be due and payable
within one year and $58,170,000 (including the BNP Letters of Credit backing the IDRBs) will be due and payable within four
years. The financial projections indicate that Hexcel will not generate enough cash flow from operations fully to pay off all such
obligations as they mature, indicating the need to refinance some or all of its debt. Specifically, of the $11,778,000 due within one
year, $8,071,000 relates to foreign revolving credit facilities which are assumed to be either paid through foreign operating cash
flows or refinanced in the ordinary course of business and $3,707,000 is forecasted to be paid through domestic operating cash
flows. Of the $58,170,000 due within four years, $39,816,000 is forecasted to be paid through cash flows in the projection period
and $18,354,000 must be refinanced. The $18,354,000 is comprised of the letters of credit backing the IDRBs (net of sinking fund
payments) and various foreign debt facilities. The Hexcel DIC Claim is assumed to be paid through a draw on the Exit Financing
Facility in 1995 and the exit financing is paid through operating cash flows within four years. While the Proponents believe Hexcel
should be able to refinance its debt if it meets its financial projections, there can be no assurance that such refinancing will in fact
be effected or that market conditions will allow any refinancing to take place on favorable terms.
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C. Key Customer Relationship.

In 1993, approximately 30% of Hexcel's domestic revenues and 19% of its worldwide revenues were derived from shipments
to Boeing or Boeing subcontractors. Primarily as a result of sales to the 777 program, these percentages are anticipated to increase
substantially by the end of the projection period. While the Proponents believe that Hexcel has a strong supplier relationship with
Boeing and that this relationship is likely to continue, a decision by Boeing to direct its purchasing to other suppliers (including a
decision to qualify a second supplier for certain products on programs like the 777 where Hexcel is the sole provider of those
products) could have a material negative impact on the Company's operations. Delays in the 777 program or other Boeing
commercial aircraft programs or declines in the projected build rate for the 777 aircraft or other Boeing commercial aircraft could
also have a material adverse effect on the Company's operations.

D. Reliance on Commercial Aerospace Industry.

The worldwide commercial aerospace market represents approximately 47% of Hexcel's planned sales for 1995 and
represents the largest single market for Hexcel's products. Recent difficulties within the airline industry have caused delays and
cancellations of aircraft purchases. Although recent trends indicate that the airlines are returning to profitability, there might not be
much positive impact for new capital investment. Further, any deterioration of economic conditions in the airline industry could
adversely affect the demand for Hexcel's aerospace products.

E. Hexcel S.A.

On June 8, 1994, the Bankruptcy Court approved Hexcel's motion to infuse 200 million Belgian Francs and to conditionally
forgive a subordinated intercompany loan and otherwise recapitalize its Belgian subsidiary, Hexcel S.A. As a result, Hexcel was
able to obtain a 2-year committed credit facility on satisfactory terms. The proceeds of the recapitalization will be used in part to
complete the restructuring of Hexcel S.A.'s operations with a view toward returning Hexcel S.A. to profitability and positive cash
flow. If Hexcel S.A. does not return to consistent profitability or if there is a further downturn in its business, Hexcel S.A. may
again be in default of its loan agreements, including its financial covenants which are tied to future operating performance. In such
event, Hexcel would be forced either to infuse more capital into Hexcel S.A. or risk losing its business and assets in a foreclosure
proceeding. The Proponents believe that the loss of Hexcel S.A. would have a material adverse impact on its global
competitiveness in the aerospace industry.

F. Competition; Industry Excess Capacity.

Much of Hexcel's business (particularly its composites business) is characterized by worldwide overcapacity and downward
pressure on prices and margins. Further, many of Hexcel's competitors are subsidiaries or operating divisions of corporations
having substantially greater financial and other resources than Hexcel. Hexcel has managed substantially to maintain its customer
base during the Chapter 11 period and its operating results have stabilized. To the extent that worldwide demand for Hexcel's
product undergoes further decline, however, Hexcel may not be in as favorable a position to compete as certain of its better
capitalized competitors.

G. Dividend Policy.

Reorganized Hexcel does not anticipate paying any dividends on the Reorganized Hexcel Common Stock in the foreseeable
future. In addition, the covenants in certain debt instruments to which Reorganized Hexcel will be a party will likely prohibit
payment of dividends. Certain institutional investors may only invest in dividend-paying equity securities or may operate under
other restrictions which may prohibit or limit their ability to invest in Reorganized Hexcel Common Stock.

H. Preferred Stock.

Until such time (if any) as the Board of Directors of Reorganized Hexcel should issue Preferred Stock and establish the
respective rights of the holders of one or more series thereof, it is not possible to state the actual effect of authorization of the
Preferred Stock upon the rights of holders of Reorganized Hexcel Common Stock. The effects of such issuance could include,
however: (i) reduction of the amount of cash otherwise available for payment of dividends on Reorganized Hexcel Common Stock,
(ii) dilution of the voting power of Reorganized Hexcel Common Stock if the Preferred Stock has voting rights, and (iii) restriction
of the rights of holders of Reorganized Hexcel Common Stock to share in Reorganized Hexcel's assets upon liquidation unt i l
satisfaction of any liquidation preference granted to the holders of Preferred Stock. In addition, so-called "blank check" preferred
stock (such as the Preferred Stock) may be viewed as having possible anti-takeover effects, if it were used to make a third party's
attempt to gain control of Reorganized Hexcel more difficult, time consuming or costly. Hexcel has no current plans pursuant to
which Preferred Stock would be issued as an anti-takeover device or otherwise.
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I. Environmental Liabilities.

As stated in Section V.A.8, over 200 Environmental Claims were filed in the Chapter 11 Case. While many of these claims
have already been disallowed and objections are pending to the balance of the unresolved claims, to the extent that, by virtue of
reinstatement under the Plan or by agreement, environmental liabilities of the Debtor relating either to sites presently or formerly
owned by the Debtor or sites that it does not own or possess survive confirmation of the Plan, those liabilities could have a material
adverse effect on the earnings or financial position of the Company. It is not possible to estimate, with any degree of certainty, the
actual costs, if any, Hexcel shall ultimately incur associated with these sites due to uncertainties relating to: (1) the nature and
extent of the remediation necessary at these sites; (2) the allocation of liability among responsible parties associated with these
sites; (3) the opportunities for cost recovery from other parties and insurance companies; and (4) whether the bankruptcy
proceedings will act to limit the Company's liability associated with these sites. Moreover, constantly evolving environmental
standards at the federal, state and local levels make it difficult to forecast the amount of environmental expenditures or the effect of
changing standards on business operations.

J. Foreign Exchange Rate Fluctuations.

Significant changes in foreign exchange rates could materially impact the financial position of Hexcel. Hexcel's foreign
subsidiaries account for approximately 40% of its consolidated sales and total assets. Adverse changes in the values of certain
foreign currencies (primarily the Belgian Franc and the French Franc) relative to the U.S. Dollar could result in material adverse
changes in Hexcel's financial condition from that projected in the Projected Financial Information. The estimated foreign exchange
rates used in the Projected Financial Information approximate the foreign exchange rates in effect when the projections were
completed. In addition, a significant portion of the foreign subsidiaries' sales are made in currencies other than the subsidiaries'
local currencies. Accordingly, declines in the currencies in which the sales are payable in relation to the subsidiaries' local
currencies will result in lower sales and gross margins.

X. CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN

The following discussion summarizes certain federal income tax consequences of the Plan to the Debtor, the creditors, and the
holders of Equity Interests in Hexcel based upon the Tax Code, the treasury regulations (including temporary or proposed
regulations) promulgated thereunder (the "Regulations"), judicial authorities and current administrative rulings and practice. The
tax consequences of certain aspects of the Plan are uncertain because of the lack of applicable legal authority and may be subject to
administrative or judicial interpretations that differ from the discussion below. The Proponents have not requested a ruling from the
Internal Revenue Service with respect to these matters, and no opinion of counsel has been obtained by the Proponents with respect
thereto. The following discussion does not address state, local or foreign tax considerations that may be applicable to the Debtor,
creditors, and holders of Equity Interests in Hexcel and does not address the federal income tax consequences to certain types of
creditors and holders of Equity Interests in Hexcel (including financial institutions, life insurance companies, tax-exempt
organizations and foreign individuals and entities) to which special rules may apply. Further, the federal income tax treatment of
the Debtor, creditors and holders of Equity Interests in Hexcel may be affected by matters not discussed below. Accordingly, all
creditors and holders of Equity Interests in Hexcel are strongly urged to consult their own tax advisors regarding the tax
consequences of the Plan to them and to the Debtor. The Proponents and their respective counsel are not making any
representations regarding the particular tax consequences of confirmation and consummation of the Plan as to any creditor
or holder of an Equity Interest in Hexcel nor are the Proponents or their respective counsel rendering any form of legal
opinion as to such tax consequences.

A. Tax Consequences to Hexcel.

1. Cancellation of Debt.

To the extent that debt is satisfied for consideration worth less than the amount of the adjusted issue price of such debt, the
Debtor would realize cancellation of debt ("COD") income. Since reductions in Hexcel's debt resulting from implementation of
the Plan would occur in a case under the Bankruptcy Code, however, Hexcel would not be required to include in income any COD
realized as a result of such reduction. Rather, the Debtor would be required to reduce certain of its tax attributes (e.g., its net
operating losses ("NOLs"), discussed below and, if the COD exceeds the amount of NOLs, possibly the basis of its assets) by the
amount of the COD not included in income.

Under the Plan, COD income would result in an amount equal to the difference between (i) the aggregate amount of Cash
received by holders of Allowed Claims, and (ii) the aggregate amount of discharged Claims (other than with respect to Allowed
Claims the payment of which would have given rise to a deduction had the Claims been paid in full in Cash). Because the Plan
provides that the Claims of all creditors will either be paid in full in Cash or Reinstated with all pre-petition defaults cured, the
Proponents believe that no COD income and attributable reduction would result under the Plan. Under the Plan, the holders of
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Allowed Claims in Class 10 will receive Reorganized Hexcel Common Stock in exchange for their Claims, and Principal Mutual
will receive a Cash payment in part attributable to the settlement of a contract-type claim against the Debtor. These Claims (i.e.,
Allowed Claims in Class 10 and Principal Mutual contract-type claims) do not constitute debts of Hexcel because they do not
represent cash advanced to Hexcel or deductions claimed by Hexcel. Therefore, satisfaction of these Claims with Reorganized
Hexcel Common Stock would not be treated as a COD that requires a reduction of Reorganized Hexcel's tax attributes, and Hexcel
would be permitted to deduct or amortize the value of the stock exchanged for such Claims.

2. Limitation on Net Operating Losses.

As of December 31, 1993, Hexcel estimates it had NOLs (for federal income tax purposes) of approximately $30 million. It is
unclear whether, as of that date, Hexcel had any "net unrealized built-in losses" (also considered NOLs for purposes of the
discussion in this Section X.A.2). The implementation of the Plan, together with transactions that have occurred within the three-
year period preceding the Confirmation Date, may cause an "ownership change" as of the Confirmation Date for federal income
tax purposes. If an "ownership change" results, to the extent not reduced or eliminated because of (i) the realization of COD
income, as discussed above, or (ii) prior "ownership changes" that may have previously affected Hexcel's ability to offset the
NOLs against its taxable income, the use of any remaining NOLs would be governed by Section 382 of the Tax Code, as discussed
below.

Generally, under Section 382 of the Tax Code, a corporation's annual taxable income for periods after an "ownership
change" may be offset by NOLs attributable to periods prior to such an "ownership change" only to the extent of the product of
(i) the fair market value of the corporation's stock immediately before such "ownership change" and (ii) the long-term tax-exempt
rate prescribed by the IRS. For this purpose, fair market value is generally determined without regard to capital contributions made
during the two-year period ending on the date of the "ownership change."

If a corporation that undergoes an "ownership change" has a "net unrealized built-in gain," its general Section 382
limitation, as described in the preceding paragraph, is increased, subject to certain limitations, by any "built-in gain" recognized
during the five-year period beginning with the date of the "ownership change."

If a corporation that undergoes an "ownership change" has a "net unrealized built-in loss," subject to certain limitations, any
"built-in loss" recognized during the five-year period beginning with the date of the "ownership change" is treated as a pre-
change loss and is subject to the general Section 382 limitation described above. (It is unclear whether Hexcel has "net unrealized
built-in losses.") However, when an "ownership change" occurs pursuant to the implementation of a bankruptcy plan of
reorganization, the general Section 382 limitation does not apply. Instead, one of two other "Section 382 regimes" is available to a
debtor.

a. Section 382(1)(6) Regime. Under Section 382(1)(6) of the Tax Code, the applicable limitation on the Debtor's annual
use of the NOLs would generally be the same as the general Section 382 limitation (discussed above), except that such applicable
limitation would reflect the increase (if any) in the value of Hexcel resulting from any surrender or cancellation by the Creditors of
Claims pursuant to the Plan.

b. Section 382(1)(5) Regime. Section 382(1)(5) of the Tax Code provides that the general Section 382 limitation does not
apply to an "ownership change" resulting from transactions that are pursuant to a plan of reorganization of a corporation in a
chapter 11 case if the stockholders and creditors of such corporation immediately before an "ownership change" own immediately
after such change (as a result of being stockholders or creditors immediately before such change) at least 50 percent of the stock of
the corporation by vote and value. For purposes of this rule, stock transferred to a creditor is taken into account only to the extent
that such stock is transferred in satisfaction of debt and only if such debt either (i) was held by the creditor at least 18 months
before the filing of the chapter 11 case, or (ii) arose in the ordinary course of the trade or business of the old loss corporation and is
held by the person who at all times held the beneficial interest in such debt.

If Hexcel qualified under Section 382(1)(5) of the Tax Code, it could avoid entirely the application of the general Section 382
limitation to the NOLs and built-in losses, if any.

: Under Section 382(1)(5)(D) of the Tax Code, if a second "ownership change" with respect to Hexcel occurs within the two-
year period following the Confirmation Date, the Section 382(1)(5) exception would not apply and any NOLs remaining after the
second "ownership change" would be eliminated. Thus, if Hexcel is governed by Section 382(1)(5) of the Tax Code, a risk exists
that most (if not all) of the utility of the NOLs could be lost because of the possibility that Hexcel may undergo a second

ownership change" within the two-year period following the Confirmation Date. This result would cause Hexcel to owe federal
income tax (in excess of otherwise payable corporate alternative minimum tax) earlier than would be the case absent such an

ownership change" and would have a significant negative impact upon Hexcel. The possibility of a second "ownership change"
Within the two-year period, completely eliminating the utility of the NOLs, might cause the Debtor to elect to have Section
382(t)(6) of the Tax Code govern its ability to use its NOLs even if Section 382(1)(5) were otherwise available.
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B. Tax Consequences to Creditors.

The federal income tax consequences to creditors arising from the Plan will vary depending upon, among other things, the
type of consideration received by the creditor in exchange for its Claim, and whether (i) the creditor reports income using the cash
or accrual method, and (ii) the creditor has taken a "bad debt" deduction with respect to its Claim.

Creditors whose debt is reaffirmed without change under its pre-petition terms and creditors the terms of whose debt is
changed in a manner that does not constitute an "exchange" for tax purposes should have no federal income tax consequences
arising from the Plan. Creditors whose Claims are paid in full in Cash pursuant to the Plan would recognize gain or loss measured
by the difference between (i) the amount of Cash received by the creditor, and (ii) the Creditor's tax basis in such Claim. Any gain
recognized generally would be capital gain (except to the extent attributable to accrued but unpaid interest or accrued market
discount) if the Claim was a capital asset in the hands of a creditor, and would be long-term capital gain if the Claim were held for
more than one year at the time of the exchange.

C. Tax Consequences to Holders of Common Stock.

On the Effective Date, holders of the outstanding Common Stock will be deemed to receive one share of Reorganized Hexcel
Common Stock for every share of the outstanding Common Stock they hold and will lose certain poison pill rights that they now
have. Also, each holder of Common Stock will, in addition to receiving shares of Reorganized Hexcel Common Stock, receive
Rights to purchase shares of Reorganized Hexcel Common Stock.

1. Elimination of the Poison Pill Rights.

Elimination of the poison pill rights should not be a taxable event to the existing holders of Common Stock.

2. Tax Treatment of Distribution of Hexcel Stock Rights.

The Debtor believes that under Section 305 of the Tax Code, the distribution of Rights will be a tax-free distribution to a
holder of Common Stock. As a result, such holder should not recognize gain or loss on such distribution. Under Section 307 of the
Tax Code, subject to the rule described in the following sentence, such holder's basis in the Rights distributed would be determined
by allocating such holder's adjusted basis in his shares of Common Stock between such holder's Common Stock and the Rights in
proportion to the fair market value of each on the Effective Date. If the fair market value of the Rights distributed on the Effective
Date is less than 15 percent (15%) of the fair market value of a holder's shares of Common Stock, such holder's basis in such
Rights will be zero unless such holder elects to allocate basis between shares of Common Stock and Rights in the manner described
above.

In the event that a holder fails to exercise his Rights, such holder will recognize a loss upon the lapse of such Rights equal to
such holder's adjusted tax basis in such stock Rights. Such loss would be a capital loss if the Common Stock to which such Rights
relate would have been a capital asset in the hands of such holder.

Hexcel believes that in general there will be no tax consequences to holders of Common Stock in the event that they receive
Rights pursuant to the Plan or upon the lapse of such Rights. If such Rights are exercised, such holders will have a tax basis in any
shares of Reorganized Hexcel Common Stock received equal to the exercise price of the Rights. The foregoing discussion assumes
that holders of Common Stock do not elect to allocate a portion of their basis in their shares of Common Stock to the Rights under
Section 307 of the Tax Code.

3. Alternative Minimum Tax.

Holders of Common Stock should consult their own tax advisors as to the applicability to them of the alternative minimum
tax.

4. Backup Withholding and Information Reporting.

Payers of interest, dividends, and certain other reportable payments are generally required to withhold thirty-one percent
(31%) of such payments if the payee fails to furnish to the payor his correct taxpayer identification number (social security number
or employer identification number). Exempt stockholders (including, among others, corporations) are not subject to these backup
withholding and reporting requirements.
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D. Tax Consequences to Holders of Hexcel Options.

Hexcel does not believe that the Plan will result in current tax consequences to holders of Hexcel Options.

E. Tax Consequences to Holders of Rights.

Holders of the Rights who exercise such Rights will have a tax basis in the Reorganized Hexcel Common Stock received from
the exercise of such Rights equal to their basis in such Rights plus the price paid upon exercise. A holder who disposes of its Rights
in a taxable transaction without having exercised such Rights will recognize gain or loss in an amount equal to the difference
between the holder's basis in its Rights and the price received. Such gain or loss should be capital gain or loss if the Rights were
held as capital assets. Any loss from the expiration of the Rights should be a capital loss if the rights were held as capital assets.

THE FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES OF THE PLAN ARE COMPLEX AND,
ES MANY AREAS, UNCERTAIN. THE FOREGOING IS INTENDED TO BE A SUMMARY ONLY AND, AS SUCH,
DOES NOT DISCUSS ALL ASPECTS OF FEDERAL INCOME TAXATION THAT MAY BE RELEVANT TO A
PARTICULAR CREDITOR OR INTEREST HOLDER. ALL CREDITORS AND INTEREST HOLDERS ARE
STRONGLY URGED TO CONSULT WITH THEIR OWN TAX ADVISORS REGARDING THE TAX
CONSEQUENCES OF THE PLAN RELEVANT TO THEIR PARTICULAR CIRCUMSTANCES.

XI. ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF THE PLAN

If the Plan is not confirmed and consummated, the Proponents' alternatives include (i) liquidation of the Debtor under chapter
7 of the Bankruptcy Code and (ii) the preparation and presentation of an alternative plan or plans of reorganization.

A. Liquidation Under Chapter 7.

If no chapter 11 plan can be confirmed, the Chapter 11 Case may be converted to a case under chapter 7 of the Bankruptcy
Code in which a trustee would be elected or appointed to liquidate the assets of the Debtor. A discussion of the effect that a chapter
7 liquidation would have on the recovery of holders of Claims and Equity Interests is set forth in Section VI.C.4., "Confirmation
and Consummation Procedure, Best Interests Test." The Proponents believe that liquidation under chapter 7 would result in
(i) smaller distributions being made to creditors than those provided for in the Plan because of the additional administrative
expenses involved in the appointment of a trustee and attorneys and other professionals to assist such trustee, (ii) additional
expenses and claims, some of which would be entitled to priority, which would be generated during the liquidation and from the
rejection of leases and other executory contracts in connection with a cessation of the Debtor's operations and (iii) the failure to
realize the greater, going concern value of the Debtor's assets.

B. Alternative Plan of Reorganization.

If the Plan is not confirmed, the Proponents or any other party in interest could attempt to formulate a different plan of
reorganization. Such a plan might involve either a reorganization and continuation of the Debtor's business or an orderly
liquidation of its assets.

The Proponents believe that the Plan enables the Debtor to successfully and expeditiously emerge from chapter 11, preserves
its business and allows creditors and shareholders to realize the highest recoveries under the circumstances. In a liquidation under
chapter 11 of the Bankruptcy Code, the assets of the Debtor would be sold in an orderly fashion over a more extended period of
time than in a liquidation under chapter 7 and a trustee need not be appointed. Accordingly, creditors and shareholders would
receive greater recoveries than in a chapter 7 liquidation. Although a chapter 11 liquidation is preferable to a chapter 7 liquidation,
the Proponents believe that a liquidation under chapter 11 is a much less attractive alternative to creditors and shareholders because
a greater return is provided for in the Plan to creditors and shareholders.

XII. CONCLUSION AND RECOMMENDATION

The Proponents believe that confirmation and implementation of the Plan is preferable to any of the alternatives described
above because it will provide the greatest recoveries to holders of Claims and Equity Interests. In addition, other alternatives would
involve significant delay, uncertainty and substantial additional administrative costs. The Proponents and the Creditors' Committee
urge holders of impaired Claims and Equity Interests entitled to vote on the Plan to vote to accept the Plan and to evidence such
acceptance by returning their ballots so that they will be received not later than January 3, 1995 at 5:00 p.m., Pacific Standard
Time.
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Dated: November 7, 1994

HEXCEL CORPORATION, a Delaware corporation

By: /s/ ROBERT D. KRUMME
Robert D. Krumme
Vice Chairman

KRONISH, LIEB, WEINER & HELLMAN

By: /s/ ROBERT J. FEINSTEIN
Robert J. Feinstein, Esq.
1114 Avenue of the Americas
New York, New York 10036
(212) 479-6000

-and-

GOLDBERG, STINNETT, MEYERS & DAVIS
44 Montgomery Street
Suite 2900
San Francisco, California 94104
(415) 362-5045

Attorneys for the Debtor in Possession

THE OFFICIAL COMMITTEE OF EQUITY
SECURITY HOLDERS OF HEXCEL
CORPORATION

By: /s/ JOSEPH L. HARROSH
Joseph L. Harrosh

Chairperson

MARCUS MONTGOMERY WOLFSON P.C.

By: /s/ PETER D. WOLFSON
Peter D. Wolfson, Esq.
53 Wall Street
New York, New York 10005-2815
Telephone: (212) 858-5200

Attorneys for The Official Committee of
Equity Security Holders of Hexcel Corporation
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DISCLOSURE STATEMENT

EXHIBIT B

KRONISH, LIEB, WEINER & HELLMAN
ROBERT J. FEINSTEIN, ESQ.
CHET F. LIPTON, ESQ.
1114 Avenue of the Americas
New York, New York 10036
Telephone (212) 479-6000

and

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
MERLE C. MEYERS, ESQ. #066849
44 Montgomery Street, Suite 2900
San Francisco, California 94104
Telephone: (415) 362-5045

Attorneys for Debtor in Possession

MARCUS MONTGOMERY WOLFSON P.C.
PETER D. WOLFSON, ESQ.
ROBINSON MARKEL, ESQ.
SUZANNE D.T. LOVETT, ESQ.
53 Wall Street
New York, New York 10005
Telephone: (212) 858-5200

Attorneys for The Official Committee
of Equity Security Holders of
Hexcel Corporation

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA

In re

HEXCEL CORPORATION,

Debtor.

Chapter 11
No. 93-48535 T

ORDER (A) APPROVING THE FIRST AMENDED DISCLOSURE
STATEMENT PROPOSED BY THE DEBTOR AND THE EQUITY

COMMITTEE PURSUANT TO SECTION 1125 OF THE BANKRUPTCY
CODE (B) ESTABLISHING PROCEDURES FOR SOLICITATION AND

TABULATION OF VOTES TO ACCEPT OR REJECT PLAN; (C) SCHEDULING
HEARING ON CONFIRMATION OF PLAN; (D) APPROVING NOTICE OF

(1) LAST DAY FOR RECEIPT OF BALLOTS WITH RESPECT TO THE
PLAN, (2) LAST DAY FOR FILING OBJECTIONS TO CONFIRMATION OF

THE PLAN, AND (3) HEARING ON CONFIRMATION OF THE PLAN

Upon the record of the hearing held on November 9, 1994 (the "Disclosure Statement Hearing") to consider approval of the First Amended
Disclosure Statement Pursuant to §1125 of the Bankruptcy Code for the First Amended Plan of Reorganization (the "Plan") proposed by Hexcel
Corporation ("Hexcel" or the "Debtor") and the Official Committee of Equity Security Holders (the "Equity Committee"), dated as of
November 7, 1994 (the "Disclosure Statement"); and due and proper notice of the Disclosure Statement Hearing having been given to all
necessary parties in accordance with the applicable provisions of title 11 of the United States Code (the "Bankruptcy Code") and the Federal
Rules of Bankruptcy Procedure (the "Bankruptcy Rules") and each of the objections filed with respect to the Disclosure Statement having been
withdrawn, overruled by the Court or rendered moot by reason of modifications made to the Disclosure Statement; and upon the record of the
Disclosure Statement Hearing and all of the proceedings had before the Court; and the Court having determined after due deliberation that the
Disclosure Statement contains adequate information as such term is defined in §1125 of the Bankruptcy Code; and after due deliberation, and
sufficient cause appearing therefor, it is ORDERED, ADJUDGED AND DECREED as follows:

1. The Disclosure Statement, as modified on the record of the Disclosure Statement Hearing, contains adequate information, and in
accordance with §1125 of the Bankruptcy Code and Bankruptcy Rule 3017(b), the Disclosure Statement is approved in all respects.

2. Ballots (the "Ballots") substantially in the form annexed hereto as Exhibit A are approved in all respects pursuant to Bankruptcy
Rule 3018(c) as conforming with official Bankruptcy Form No. 14.

3. Pursuant to Bankruptcy Rules 3017(c) and 3018(a), the holders of Claims and holders of record of Common Stock Interests as of the
date of this Order in Classes 4, 5, 6, 8A, 8B and 11 of the Plan may vote to accept or reject the Plan by indicating their acceptance or
rejection of the Plan on the Ballots provided therefor.
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4. In order to be counted as a vote to accept or reject the Plan, a Ballot must be properly completed and executed by the holder of a
Claim or the record holder of Common Stock Interests and mailed to Hexcel Corporation Plan of Reorganization, c/o Poorman-Douglas,
P.O. Box 19550, Portland, Oregon 97280-9922 or delivered by hand or courier to Hexce) Corporation Plan of Reorganization, c/o Poorman-
Douglas, 1325 Southeast Custer Drive, Portland, Oregon 97219, so that it is actually received no later than January 3, 1995 at 5:00 p.m.,
Pacific Standard Time.

5. Solely for the purpose of voting to accept or reject the Plan and not for the purpose of allowance of or distribution on account of a
Claim, the amount of each Claim shall be deemed to be the amount as set forth in a timely filed proof of claim (unless either of the
Proponents objects to the amount listed in such proof of claim, in which case the Court may, on motion of the claimant, estimate such Claim
for voting purposes) or, if no proof of claim was timely filed, the amount set forth in the Debtor's Chapter 11 Schedules (the "Schedules")
as liquidated, non-contingent and undisputed (or shall be deemed to be zero if such Claim was not listed in the Schedules as liquidated, non-
contingent and unliquidated, and no proof of claim has been filed) unless the claimant indicates a different Claim amount on the Ballot. If the
claimant indicates a different amount on the Ballot, then that amount will be deemed to be the amount of such Claim for voting purposes
only, unless either of the Proponent objects, in which case the amount shall be determined in accordance with the preceding sentence.

6. Any claimant that challenges the allowance of its Claim for voting purposes pursuant to the foregoing decretal paragraph of this
Order is directed to serve upon the Debtor and the Equity Committee and file with the Court a motion for an order pursuant to Bankruptcy
Rule 3018(a) temporarily allowing such Claim for purposes of voting to accept or to reject the Plan on or before the tenth (10th) day after
(but in any event prior to the Confirmation Hearing) the later of service by the Debtor of (1) the Disclosure Statement and the Notice (as
hereinafter defined) and (2) the notice of an objection to such Claim.

7. The hearing to consider confirmation of the Plan (the "Confirmation Hearing") shall be held before the Bankruptcy Court at 1300
Clay Street, Courtroom No. 201, Oakland, California 94604, on January 10, 1995 at 9:30 a.m., or as soon thereafter as counsel may be heard.

8. Objections, if any, to confirmation of the Plan shall be in writing, and shall (a) state the name and address of the objecting party and
the nature of the Claim or Interest of such party, (b) state with particularity the basis and nature of each objection to the Plan and (c) be filed,
together with proof of service, with the Court and served so that such objections are received no later than December 20, 1994 at 5:00 p.m.,
Pacific Standard Time, by the Court and the following parties: (i) Kronish, Lieb, Weiner & Hellman, Co-Counsel to the Debtor, 1114
Avenue of the Americas, New York, New York 10036, Attn: Robert J. Feinstein, Esq., (ii) Goldberg, Stinnett, Meyers & Davis, Co-Counsel
to the Debtor, 44 Montgomery Street, Suite 2900, San Francisco, California 94104, Attn: Merle C. Meyers, Esq., (iii) Hexcel Corporation,
5794 West Las Positas Boulevard, Pleasanton, California 94588-8781, Attn: Robert D. Krumme, Esq., (iv) Marcus Montgomery Wolfson
P.C., Attorneys for the Equity Committee, 53 Wall Street, New York, New York 10005, Attn: Peter D. Wolfson, Esq., (v) Pillsbury Madison
& Sutro, Attorneys for the Creditors' Committee, 235 Montgomery Street, 14th Floor, San Francisco, California 94104, Attn: M. David
Minnick, Esq., and (vi) The Office of the United States Trustee, 1301 Clay Street, Suite 1260, Oakland, California 94612, Attn: Cynthia L.
Cox, Esq.

9. Replies, if any, to any objections to confirmation shall be filed, together with proof of service, with the Bankruptcy Court and served
on the parties identified in paragraph 8 above and the objecting party no later than January 3, 1995.

10. The Confirmation Hearing may be adjourned from time to time without prior notice to holders of Claims, holders of Interests or
parties in interest other than by announcement of the adjourned hearing date at the Confirmation Hearing.

11. The Debtor and the Equity Committee are authorized and directed to mail or cause to be mailed by first-class mail on or before
November 21,1994 a copy of the notice (the "Notice") of, among other things, the Confirmation Hearing, substantially in the form annexed
hereto as Exhibit B, and the Disclosure Statement, including a copy of the Plan and this Order annexed as exhibits thereto, and Ballots to
(i) all persons or entities that have filed Proofs of Claim or Equity Interests with the Court, (ii) all persons or entities listed as creditors in the
Schedules and all amendments thereto, as of the date of this Order, (iii) all known holders of Equity Interests in the Debtor as reflected in the
records of the transfer agent for the Common Stock of the Debtor as of the date of this Order, (iv) any entity that has filed with the Court a
notice of the transfer of a claim under Bankruptcy Rule 3001(e) on or before the date of this Order, (v) all parties in interest that have filed a
notice pursuant to Bankruptcy Rule 2002 in the Debtor's chapter 11 case on or before the date of this Order, (vi) the indenture trustees under
any debt instruments of the Debtor, and (vii) The Office of the United States Trustee.

12. The Debtor and the Equity Committee are directed to cause the Notice to be published no less than twenty (20) days prior to the date
of the Confirmation Hearing in the national editions of The Wall Street Journal, The New York Times, and The Oakland Tribune.

13. The provision of notice in accordance with the procedures set forth in this Order shall be deemed good and sufficient notice of the
Confirmation Hearing, the time fixed for filing objections to the Plan and the time within which holders of Claims and Interests may vote to
accept or reject the Plan.

14. The Debtor and the Equity Committee are authorized and empowered to take such steps and perform such acts as may be necessary
to implement and effectuate this Order.

Dated: Oakland, California
November 9, 1994

1st HON. LESLIE TCHAIKOVSKY
United States Bankruptcy Judge

APPROVED AS TO FORM
PILLSBURY MADISON & SUTRO

By: 7s/ MAUREEN DELLINGER
ATTORNEYS FOR THE OFFICIAL

COMMITTEE OF UNSECURED CREDITORS
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KRONISH, LIEB, WEINER & HELLMAN
ROBERT J. FEINSTEIN, ESQ.
CHET F. LIPTON, ESQ.
1114 Avenue of the Americas
New York, New York 1O036
Telephone: (212) 479-6000

- and -

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
MERLE C. MEYERS, ESQ.. 1066849
44 Montgomery Street, Suite 2900
San Francisco, California 94104
Telephone: (415) 362-5045

Attorneys for the Deb

MARCUS MONTGOMERY
PETER D. WOLFSON,
ROBINSON MARKEL,
SUZANNE D.T. LOVE
53 Wall Street
New York, New York'
Telephone: (212) 85

Attorneys for the:.Offi-
of Equity Security Holders of
Hexcel Corporation

ORIGINAL: FILED

J4N I 0 19951

COURT

UNITED STATES BANKRUPTCY COURT

NORTHERN DISTRICT OF CALIFORNIA

In re

HEXCEL CORPORATION, a
Delaware corporation/

No. 93-48535 T

Chapter 11

Debtor.

. ORDER CONFIRMING FIRST AMENDED PLAN OF REORGANIZATION
PROPOSED BY THE DEBTOR AMD THE OFFICIAL COMMITTEE

OF EQUITY SECURITY HOLDERS, DATED AS OF NOVEMBER 7, 1994

The First Amended Plan of Reorganization Proposed

by Hexcel Corporation, a Delaware corporation ("Hexcel" or

ORDER CONFIRMING FIRST
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l| the "Debtor") and the official Committee of Equity Security

2I Holders of Hexcel Corporation (the "Equity Committee"),
|

31 dated as of November 7, 1994 (which, together with all

41 modifications thereto on or before the date hereof are

herein referred to as the "Plan") , a copy of which is

annexed hereto as Exhibit A,1 having been proposed and

filed with this Court by its co-proponents, Hexcel and the

8

9

10

11

12

13

14

15

16

17

18

19

21

22

23

24

25

26

28

Equity Committee (collectively, the "Proponents"); and the

First Amended Disclosure Statement Pursuant to Section 1125

of the Bankruptcy Code for the First Amended Plan of

Reorganization Proposed by the Debtor and the Equity

Committee, dated as of November 7, 1994 (the "Disclosure

Statement"), having been approved by the Court and

transmitted to the Debtor's creditors and equity security

holders in accordance with the Order of the Court dated

November 9, 1994 approving the Disclosure Statement under

Section 1125 of the Bankruptcy Code and establishing

solicitation and tabulation procedures and providing for

other relief (the "Solicitation Order") ; and a hearing

20j having been held before the Court commencing on January 10,

1995 to consider confirmation of the Plan (the "Confirmation

Hearing") ; and due notice of the Confirmation Hearing and

the time for filing objections to confirmation of the Plan

having been given to all parties in interest in accordance

with the Solicitation Order and other applicable Orders of

this Court; and the Court having found that the form and

27
1 Unless otherwise defined herein, capitalized terms used
herein shall have the meanings ascribed to them in the Plan.

958900180
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ij scope of the notice of the Confirmation Hearing were

2§ appropriate under the circumstances, that all parties in

interest had an opportunity to appear and be heard at the

4! Confirmation Hearing, and that the procedures by which

5J Ballots for acceptance or rejection of the Plan were

6| distributed and tabulated were fair and were properly

conducted in accordance with the Solicitation Order and

8

10

12

13

14

15

16

17

18

19

20

21

22

23

24

25

other applicable Orders of this Court; and the Court having

considered all of the objections to the confirmation of the

Plan; and after due consideration and deliberation, IT IS

ll| HEREBY ORDERED, DETERMINED, ADJUDGED, FOUND AND DECREED

that:

JURISDICTION

1. This Court has jurisdiction to approve and

confirm the Plan pursuant to 28 U.S.C. § 1334.

2. Confirmation of the Plan is a core

proceeding pursuant to 28 U.S.C. § 157(b).

MODIFICATION OF THE PLAN

3. The Proponents have modified the Plan as set

forth on Exhibit B hereto, which modifications are

incorporated into and made part of the Plan. ,

4. The modifications of the Plan do not

adversely change the treatment of the Claim of any creditor

26B or the Interest of any Equity Interest holder and otherwise

271 comply with Section 1127 of the Bankruptcy Code,

28

ORDER CONFIRMING FIRST
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ll CONFIRMATION OF THE PIAN
1

21 5. The Plan complies with the applicable

31 provisions of the Bankruptcy Code.

41 6. The Proponents of the Plan have complied

51 with the applicable provisions of the Bankruptcy Code,
I

6l including the disclosure and solicitation requirements of

71 Section 1125 of the Bankruptcy Code.

81 7. Based on the Disclosure Statement, Hexcel's

98 public dissemination of reports on its recent financial

10| results, and the record of the Confirmation Hearing, Hexcel

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

believes that all known material information concerning

Hexcel and its financial condition, as required under

Section 1125 of the Bankruptcy Code or otherwise, has been

disclosed, and Hexcel believes there is no known material

non-public information relating to Hexcel and its financial

condition that has not been disclosed.

8. The Plan has been proposed in good faith and

not by any means forbidden by law.

9. All payments made or to be made by the

Debtor, or by a person -issuing securities or acquiring

property under the Plan, for services or for costs and

expenses in or in connection with the Chapter 11 Case, or in

connection with the Plan and incident to the Chapter 11

Case, have been approved, have been fully disclosed to the

Court and are reasonable or, if to be fixed after

confirmation of the Plan, will be subject to approval of the

Court.

ORDER CONFIRMING FIRST
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1

2

6

7

8

13

14

17

18

19

20

21

22

25

26

27

10. The identity, qualifications and

affiliations of the persons who are to be directors and

officers of the Debtor after confirmation of the Plan have

been fully disclosed, and the appointment or continuance of

such persons in such offices is consistent with the

interests of creditors and equity security holders of the

Debtor and with public policy.

11. The identity of any insider that will be

98 employed or retained by the Reorganized Debtor and the

lofi nature of such insider's compensation have been fully

llB disclosed.

12n 12. No governmental regulatory commission has

jurisdiction, after confirmation of the Plan, over the rates

of the Debtor.

158 13. With respect to each impaired Class of

16 Claims or Equity Interests, each holder of a Claim or Equity

Interest of such Class has accepted the Plan .or will receive

or retain under the Plan property of a value, as of the

Effective Date, that is not less than the amount that such

holder would receive or retain if the Debtor were liquidated

under chapter 7 of the Bankruptcy Code on such date.

14. Classes 1, 2, 3, 5, 6, 7, 9, io and 12 of

23l the Plan are not impaired by the Plan.

241 15. Classes 4, 8A, 8B and 11 of the Plan are

impaired and have voted to accept the Plan. All of the

holders of Claims in Classes 4, 8A and 8B who voted, have

accepted the Plan. The holders of approximately 96% of the

28| shares in Class 11 which were voted, have accepted the Plan.

ORDER CONFIRMING FIRST A*\t\
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Although Classes 5 and 6 are not impaired, the votes of

creditors in such Classes were solicited. Approximately 99%

in number and 99% in dollar amount of Class 5 creditors who

voted, have accepted the Plan, and the sole creditor in

Class 6 voted to accept the Plan. No Class of Claims or

Interests has rejected the Plan.

16. Except to the extent that the holder of a

8J Claim of a kind specified in Section 507 (a) of the

98 Bankruptcy Code has agreed to a different treatment of such

108 Claim, the Plan provides that:
0

llfl (a) with respect to-a Claim of a kind specified

12| in Section 507(a)(1), (2), (3), (4), (5) or (6) of the

13| Bankruptcy Code, on the Effective Date, the holder of

14

15

19

20

23

24

25

26

27

28

such Claim will receive on account of such Claim Cash

equal to the Allowed Amount of such Claim; and

161 (b) with respect to a Claim of a kind specified

171 in Section 507(a)(7) of the Bankruptcy Code, the

181 holder of such Claim will receive on account of such

Claim deferred Cash payments, over a period not

exceeding six years after the date of assessment of

211 such Claim, of a value, on the Effective Date or as

22 soon thereafter as is practicable, equal to the

Allowed Amount of such Claim.

17. At least one Class of Claims that is

impaired under the Plan has accepted the Plan, determined

without including any acceptance of the Plan by any insider.

ORDER CONFIRM IMG FIRST
AMENDED PLAH OF REORGANIZATION 958900183



ll 18. Confirmation of the Plan is not likely to be

2\ followed by the liquidation, or the need for further

financial reorganization, of the Debtor.

19. All fees payable under Section 1930 of

title 28 of the United States Code have been paid or the

Plan provides that they will be paid as Administrative

Expenses under the Plan.

8

9

10

11

14

15

16

17

18

"19

20

21

22

23

25

26

27

28

20. The Plan provides for the continuation after

the Effective Date of all "retiree benefits" of Hexcel as

defined by Section 1114(a) of the Bankruptcy Code, for the

duration of the period Hexcel has obligated itself to

12l provide such benefits.

131 21. Each of the conditions to the effectiveness

of the Plan has been or is expected promptly to be

satisfied.

22. Section 8.4 of the Plan provides that the

Certificate of Incorporation of the Debtor shall be amended

as of the Effective Date to provide, among other things, for

the inclusion of a provision prohibiting the issuance of

non-voting equity securities and providing, as to the

classes of securities possessing voting power, an

appropriate distribution of such power among such classes.

23. The objections to the Plan be, and they

24| hereby are, overruled.

24. Pursuant to Section 1129 of the Bankruptcy

Code, the Plan be, and it hereby is, confirmed.

25. Any security, money or other property or

distributions pursuant to the Plan that are unclaimed for a

ORDER CONFIRMING FIRST
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10

11

ij period of one year after distribution thereof shall be

21 revested in and become the property of Reorganized Hexcel.

31 26. Any payment made on behalf of a holder of a

4 fl Class 9 Claim to the indenture trustee for the Subordinated

Debentures pursuant to the Plan, including any payment of

interest, that is unclaimed by the holder of a Subordinated

Debenture Claim for a period of one year after the

8| distribution thereof shall be returned to and revested in

Reorganized Hexcel.

27. Except as otherwise provided herein and in

the Plan, in accordance with Section 114l(d) of the

12| Bankruptcy Code, the Debtor is discharged of and from any,

8131 and all debts and Claims that arose before the date of entry

141 of this Order, including,-without limitation, any debt or

15B Claim of a kind specified in Sections 502(g), 502(h) or

16 502(i) of the Bankruptcy Code, whether or not (a) a proof of

17 Claim based on such a debt is filed or deemed filed under

18 Section 501 of the Bankruptcy Code, (b) such Claim is

19 allowed under Section 502 of the Bankruptcy Code, or (c) the

20 holder of such Claim has accepted the Plan.

21 28* Nothing in this Order or in the Plan is

22 intended to limit the rights of creditors, if any, to seek

23 allowance of their Claims pursuant to Section 502(e)(2) or

24 reconsideration of their Claims pursuant to Section 502(j)

25 of the Bankruptcy Code.

26 29. Except as otherwise provided in the Plan, in

27 accordance with Sections 1141(b) and 1141(c) of the

28 Bankruptcy Code, all property of the Debtor's estate and all
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4

5

8

12

13

15

16

17

20

21

22

23

25

26

27

28

other property dealt with in the Plan be, and it hereby is,

vested in the Debtor and is free and clear of all debts,

Claims and interests of creditors and holders of Equity

Interests of the Debtor.

30. Except as provided in the Plan and subject

only to the occurrence of the Effective Date, any judgment

at any time obtained, to the extent that such judgment is a

determination of personal liability of the Debtor with

respect to any debt or Claim discharged hereunder be, and it

lo|| hereby is, rendered null and void.

11 31. Unless otherwise provided herein, all

injunctions or stays provided for in the Chapter 11 Case

pursuant to Sections 105 or 362 of the Bankruptcy Code or

141 otherwise extant on the date of entry of this Order shall

remain in full force and effect until the Effective Date of

the Plan.

32. Unless otherwise provided herein, the stay

188 in effect pursuant to Section 362(a) of the Bankruptcy Code

and any stay entered in the Chapter 11 Case by this Court

under Section 105 of the Bankruptcy Code be, and they hereby

are, dissolved and of no force or effect after the Effective

Date of the Plan.

33. Except as provided in the Plan and subject

241 only to the occurrence of the Effective Date, the

commencement or continuation of any action, the employment

of any process, or any act to collect, recover or offset any

debt discharged hereunder as a personal liability of the
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estate or Debtor, or from or against property of the estate

or Debtor, is permanently enjoined, stayed and restrained.

34. Subject only to the occurrence of the

Effective Date, pursuant to Article VII of the Plan and

Sections 365 and 1123 (b) (2) of the Bankruptcy Code, and

without further motion to or order of the Bankruptcy Court,

(i) the assumption of all executory contracts and unexpired

leases other than those (a) which have been rejected

pursuant to a prior Order of this Court, (b) which are set

forth in Schedules 7.1 (a) and 7.3 to the Plan, or (c) as to

111 which a motion for approval of the rejection thereof has

121 been filed and served on or prior to the Effective Date, be,

13 and the same hereby is, approved in all respects; (ii) the

14 rejection of all executory contracts set forth in Schedules

15 7.1 (a) and 7.3 to the Plan be, and the same hereby is,

16 approved in all respects; and (iii) all Claims arising from

17 contracts and leases assumed prior to or as a result of the

18 Effective Date are hereby disallowed.

19 35. Proof of any Claim for breach of an

20 executory contract or unexpired lease rejected pursuant to

21 Section 7.1(a) or Section 7.3 of the Plan be, and it hereby

22 is, required to be served and filed with the Court no later

23 than thirty days after notice of entry of this Order, or it

24 shall then be barred and discharged.

25 36. Pursuant to Section 365(d) (4) of the

26 Bankruptcy Code, the time within which Hexcel may assume or

27 reject the executory contracts and unexpired leases

28 specified in Section 7.1 (a) and (b) and Section 7.3 of the
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ll Plan be, and it hereby is, extended through the later to

2| occur of (a) the date of entry of an order approving the
B

3I assumption or rejection of such executory contracts or

4I uhexpired leases and (b) the Effective Date; provided.

5! however, that in the event that the Effective Date does not

61 occur and this Order is vacated pursuant to the terms and

71 provisions of the Plan or otherwise, the time within which
I

81 Hexcel may assume or reject all such executory contracts and

9 unexpired leases be, and it hereby is, extended for a period

10 of thirty days after the date this Order is vacated.

11 37. No payment or distribution provided for in

12| the Plan shall be made prior to the Effective Date. All

13n distributions of Cash, Reorganized Hexcel Common Stock,

14 Rights or other consideration required to be made by Hexcel

15 pursuant to the Plan shall be made within the time provided

16 by the Plan and, in the case of distributions of Cash, shall

17 be timely and proper if (i) mailed by first class mail on or

18 before the distribution dates set forth in the Plan to the

19 last known address of the persons entitled thereto, or (ii)

20 payment is made by wire transfer as provided for in Section

21 6.2(b) of the Plan on or before the distribution dates set

22 forth in the Plan.

23 38. The amendment and restatement of the

24 Certificate of Incorporation and Bylaws of Hexcel be, and

25 they hereby are, approved.

26j 39. Hexcel, Reorganized Hexcel, their officers,

27 and all parties in interest be, and they hereby are,

28 authorized, empowered and directed to issue, execute,
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deliver, file or record any agreement, document or security,

and take any action necessary or"appropriate, to implement,

effectuate and consummate the Plan in accordance with its

te'rms, including, without limitation, any agreement,

release, amendment or restatement of Hexcel's Certificate of

6 Incorporation and Bylaws, the agreements annexed or referred

to in the Plan and/or the Disclosure Statement and the

el issuance of the Rights, without further application to or
8
9 order of this Court.

10 40. All actions authorized to be taken pursuant

11 to the Plan, including, without limitation the amendment and

12I restatement of Hexcel's Certificate of Incorporation and

131 Bylaws, shall be effective as of the Effective Date pursuant

14 to this Order without any further action by the stockholders

15 or directors of the Debtor, the Debtor in Possession or

16 Reorganized Hexcel.

17 41. Hexcel, Reorganized Hexcel and their

18 officers be, and hereby are, authorized to execute and file

19 any and all documents necessary or appropriate to effectuate

20 or evidence any or all corporate actions authorized to be

21 taken pursuant to the Plan or the Disclosure Statement, and

22 any or all such documents shall be accepted by each of the

23 respective State filing offices and recorded in accordance

24 with applicable State law and shall become effective in

25 accordance with their terms and the provisions of State law

26 as of the Effective Date.

27 42. This Order shall constitute all approvals

28 and consents required, if any, by the laws, rules or

ORDER CONFIRMING FIRST
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l| regulations of any State or any other governmental authority

21 with respect to the implementation or consummation of the

Plan, and any other documents, instruments or agreements,

and any amendments or modifications thereto, and any other

5

6

10

11

16

17

18

19

20

21

23

24

25

26

27

28

acts referred to in or contemplated by the Plan, the

Disclosure Statement and any other documents, instruments or

agreements, and any amendments or modifications thereto,

including the issuance of the Rights and conducting the

Rights Offering.

43. By operation of Section 1145 of the

Bankruptcy Code, the distribution of Reorganized Hexcel

128 Common Stock (including, but not limited to, that issuable

1131 on exercise of the Rights and that .distributable to

148 creditors in Class 10 under the Plan) and the Rights to be

15 issued and distributed under the Plan, shall be exempt from

registration under Section 5 of .the Securities Act of 1933,

as amended, and any State or local law requiring

registration for offer or sale of a security or registration

or licensing of an issuer of, or broker or dealer in a

security. All such securities so issued shall be freely

transferable by the initial recipients thereof, except for

228 any securities received by an underwriter within the meaning

of Section 1145(b) of the Bankruptcy Code.

44. The Plan and the Disclosure Statement

constitute a solicitation to the holders of Hexcel Common

Stock for the approval of the Hexcel Corporation New Long

Term Incentive Plan, a copy of which is annexed as Exhibit G

to the Disclosure Statement, and the acceptance of the
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Hexcel Corporation New Long Term Incentive Plan by the

holders of Hexcel Common Stock is hereby confirmed. Entry

of this Order constitutes evidence of stockholder approval

of the Hexcel Corporation New Long Term Incentive Plan, for

purposes of compliance with Rule 16b-3 issued under

Securities Exchange Act of 1934, as amended.

7 45. Pursuant to Section 1146 of the Bankruptcy

8 Code, the issuance, transfer or exchange of notes or equity

9 securities under the Plan, the creation of any mortgage,

10 deed or trust or other security interest, the making or

11 assignment of any lease or sublease, or the making or

12 delivery of any deed or other instrument of transfer under,

13 in furtherance of, or in connection with the Plan, including

14 the agreements executed in connection with (i) the sale of

15 Hexcel*s Chandler, Arizona manufacturing plant,

16 electromagnetic technology and other assets to Northrop

17 Grumman Corporation, and (ii) the sale of Hexcel's four

18 European subsidiaries comprising its Europeans resins

19 business, and any of the other transactions contemplated

20 under the Plan be, and they hereby are, exempt from any

21 stamp, real estate transfer, mortgage recording or other

22 similar tax.

23 46. The Standby Purchase Commitment among

24 Hexcel, the Equity Committee and Mutual Series Fund Inc.

25 ("Mutual Series"), dated October 24, 1994 (the "Standby

26 Purchase Commitment"), a copy of which is annexed to the

27 Plan as Exhibit B, and the exhibits thereto (including, but

28 not limited to, the form of Secured Promissory Note,
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Security Agreement and Registration Rights Agreement), be,

and they hereby are, approved and the Standby Purchase

Commitment constitutes, and such Secured Promissory Note,

Security Agreement and Registration Rights Agreement when

executed and delivered pursuant to the Standby Purchase

el Commitment will constitute, the legal, valid and binding

7

8

9

10

11

20

21

22

23

24

25

26

27

28

obligations of Reorganized Hexcel enforceable against

Reorganized Hexcel in accordance with their respective

terms,

47. Pursuant to Section 1123(a)(5) of the

Bankruptcy Code, Hexcel, Reorganized Hexcel and their

12| officers be, and they hereby are, authorized and directed to

13 consummate the transactions contemplated by the Standby

14 Purchase Commitment, Secured Promissory Note, Security

15 Agreement and Registration Rights Agreement in accordance

16 with their terms without further approval or action by

17 either the directors or stockholders of Hexcel or

18 Reorganized Hexcel, which approval has been, and shall be

191 deemed to have been, given for all purposes.

48. The Registration Rights Agreement for

Affiliates between Hexcel and certain present and future

holders of its equity securities who qualify as Eligible

Holders as defined therein, a copy of which is annexed to

the Plan as Exhibit E be, and it hereby is, approved and

when executed and delivered by Hexcel shall be the legal,

valid and binding obligation of Reorganized Hexcel

enforceable against Reorganized Hexcel in accordance with

its terms.
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49. The commitment letter, dated January 6,

1995, between Hexcel and Citicorp DSA, Inc. ("Citicorp*1)

(the "Commitment Letter") and the facility fees letter,

dated January 6, 1995, between Hexcel and Citicorp (the

5 "Facility Fees Letter"), shall be the legal, valid and

6 binding obligations of Hexcel enforceable against Hexcel in

7 accordance with their terms. Hexcel, Reorganized Hexcel and

8 their officers be, and they hereby are, authorized and

9 directed to negotiate, execute, deliver, and perform a

log working capital credit agreement, security agreement and

111 other loan documents (collectively; the "Loan Documents")

12| substantially in accordance with the terms set forth in the

131 Commitment Letter and the Facility Fees Letter. Upon

141 execution and delivery of the Loan Documents, said Loan

150 Documents shall be the legal, valid and binding obligation
I

16J of Reorganized Hexcel enforceable against Reorganized Hexcel

17

18

19

20

21

22

23

24

25

26

27

28

in accordance with their terms.

50. The validity, enforceability, perfection and

first priority of the security interests and liens granted

pursuant to the Loan Documents, be, and they hereby are,

authorized and approved, -without any further act requixred by

Citicorp.

51. Hexcel, Reorganized Hexcel and their

officers be, and they hereby are, authorized and directed to

negotiate, execute, and deliver an Amended and Restated BNP

Reimbursement Agreement, with exhibits and schedules

thereto, in conformity with the terms set forth in Article

IV of'the Plan and the Amended and Restated BNP

ORDER CONFIRMING FIRST
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Reimbursement Agreement and any documents delivered in

connection therewith shall be, and they hereby are, approved

and when executed and delivered by Reorganized Hexcel shall

be the legal, valid and binding obligation of Reorganized

Hexcel enforceable against Reorganized Hexcel in accordance

with their terms. Execution and delivery of an Amended and

Restated BNP Reimbursement Agreement in form mutually

8 satisfactory to the Proponents and BNP shall be a condition

9 to the Effective Date in addition to those conditions set

10 forth in Article X of the Plan.

11 52. Pursuant to Section 9.3 of the Plan, on the

12 Effective Date, all rights, claims, causes of action,

13 avoiding powers, suits and proceedings arising under

14 Sections 544, 545, 547, 548, 549, 550 and 553 of the

15 Bankruptcy Code shall be extinguished whether or not then

16 pending.

17 53. None of Hexcel, Reorganized Hexcel, Mutual

18 Series, the Creditors' Committee, the Equity Committee or

19 any of their respective members, officers, directors,

20 employees, attorneys, advisors or agents shall have or incur

21 any liability to any holder of a Claim or Equity Interest

22 for any act or omission in connection with, or arising out

23 of, the pursuit of confirmation of the Plan, the conduct of

24 the business or affairs of Hexcel as a debtor in possession,

25| the consummation of the Plan or the administration of the

26 Plan or the property to be distributed under the Plan except

27 for willful misconduct or gross negligence, and, in all

28 respects, Hexcel, Reorganized Hexcel, the Creditors'
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6

7

8

10

11

13

14

15

16

17

19

20

21

22

23

24

25

26

27

28

Committee, the Equity Committee, Mutual Series and each of

their respective members, officers, directors, employees,

advisors and agents shall be entitled to rely upon the

advice of counsel with respect.to their duties and

responsibilities under the Plan and retain the benefit, if

any, of any immunity available to Committee members.

54. Upon the Effective Date, any and all claims

held by Hexcel against any present or former bfficers or

directors shall be forever waived, released and discharged,

and will not be retained or enforced by Reorganized Hexcel.

55. Upon the Effective Date, to the fullest

12| extent allowable under applicable bankruptcy law, any and

all claims and causes of action, whether direct or

derivative, against any present or former officer or

director of Hexcel by any holder of a Claim or Interest

under the Plan shall be forever waived, released and

discharged, and not retained or enforced by such holder.

181 56. Upon the cure of all defaults, if any, under

the IDRB's, on the Effective Date the IDRB's shall be

Reinstated.

57. Payment of all past due principal and

interest due under the Subordinated Debentures, including
.*>r SUO< oUjis Cftje

compound interest at the contract rate of 7%/, on the

Effective Date shall constitute the cure of all defaults

under the Subordinated Debentures and the Subordinated

Debenture Indenture, and the Subordinated Debentures and the

Subordinated Debenture Indenture shall be Reinstated.
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58. Pursuant' to Exhibit c of the Standby

2| Purchase Commitment, the initial Board of Directors shall be

3 § comprised of John J. Lee, Dr. George S. Springer, Franklin

S. Wimer, Marshall S. Geller, Peter Langerman, Joseph

Harrosh, Robert L. Witt, Peter D. Wolfson and the new Chief

6l Executive Officer of Hexcel commencing with his employment

71 by Hexcel. If Mutual Series owns more than 50% of the

81 outstanding common stock of Hexcel upon the conclusion of

9| the Subscription Rights Period, Mutual Series shall
I

lOfl designate one additional director. If Mutual Series owns

11

12

13

16

17

18

20

21

22

23

24

25

26

27

28

less than 25% of the outstanding common stock of Hexcel upon

conclusion of the Subscription Rights Period, the directors

nominated by the Equity Committee, together with the

14 8 directors nominated by mutual agreement of the Equity
I

151 Committee and Mutual Series, will select one additional

director. The new Board of Directors will select (with the

approvals of at least two of the nominees of the Equity

Committee) one of the directors as initial Chairman. The

191 initial Board of Directors of Hexcel shall hold office until

the first post-consummation annual meeting of stockholders

of Hexcel, and until such directors' successors shall be

elected and qualified. The first post-consummation annual

meeting of stockholders shall be held not earlier than nine

months after the Effective Date unless otherwise agreed by

the board designees of Mutual Series and the Equity

Committee.

59. Pending selection of a new Chief Executive

Officer mutually acceptable to the Board nominees of the

ORDER CONFIRMING FIRST
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8

10

11

12

13

Equity Committee and Mutual Series, John J. Lee will

continue as Chief Executive Officer of Reorganized Hexcel..

When the new Chief Executive Officer takes office, (a) Mr.

Lee will resign as an officer of Hexcel and will be retained

as a consultant by Hexcel for strategic planning, reporting

to the Chief Executive Officer and Board of Directors of

Hexcel under a two year agreement, subject to termination at
«

the end of the first_ year by resolution of the Board of

Directors delivered to Mr. Lee not earlier than 6O days and

not later than 30 days prior to the end of the first year;

(b) Mr. Lee will receive (i) base compensation (salary and

fees) of $180,000 per year during the first year, $230,000

during the second year, plus the same benefits provided to

14 B him in his interim employment agreement approved by the

15fl Bankruptcy Court; (ii) appropriate bonus opportunity

16

17

18

19

20

21

22

23

24

25

26

27

28

determined by the Board of Directors based upon attainment

of the goals established by the Board of Directors; (iii)

stock options for approximately .625% of Reorganized

Hexcel's fully diluted common stock (without giving effect

to the conversion of the 7% Convertible Subordinated

Debentures due 2011) at a price equal to the average of the

daily average prices of the stock for the 2O trading days

beginning 30 calendar days following the conclusion of the

Subscription Rights Period; (iv) such options will vest in

equal monthly installments over the two-year term of the

consulting agreement, subject to being fully vested upon any-

early termination thereof (other than for cause or voluntary

resignation) and will be exercisable until the later of

ORDER CONFIRMING FIRST
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8

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

three years following the Effective Date or one year after

expiration of the consulting agreement.

60. Pursuant to the Stipulation and Order

attached to the Disclosure Statement as Exhibit H, on the

Effective Date the PVSC Claims (as defined in said Exhibit

H) shall be settled, and the Debtor's objection to the PVSC

Claims as well as any other claims assertable by the Debtor,

Debtor in Possession or Trustee, or successor predicated on

bankruptcy law are dismissed with prejudice and, in the

interim, all litigation between the Debtor in Possession and

PVSC as to the Objection is stayed. The fact of this stay

shall not be used by any party in prejudice of any other

party's rights to discovery, withdrawal of the reference or

otherwise. This stay may be terminated on three days

written .and faxed notice if the Effective Date has not

occurred by April 1, 1995.

61. Until the entry of a Final Decree in this

Chapter 11 Case, this Court shall retain jurisdiction over

Reorganized Hexcel and this Chapter 11 Case for all purposes

including those listed in Article XI of the Plan and to

enforce compliance with any orders of the type referred to

in Section 1142 of the Bankruptcy Code.

62. The reversal or modification of this Order

on appeal shall not affect the validity of the Plan or any

other agreement or action authorized by this Order as to any

26| entity acting in good faith, whether or not that entity

27

28

knows of the appeal, unless this Order is stayed pending

appeal. ''
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5

6

7

8

63. Nothing contained in paragraph 5 of the

Confidentiality Order dated February 24, 1994 shall prohibit

members of the Equity Committee and the Creditors' Committee

from trading in securitieŝ  of/] Hexcel or Reorganized Hexcel

MISCELLANEOUS

64. All applications for final allowances of

compensation and reimbursement of disbursements pursuant to

91 Sections 330 and 503 (b) of the Bankruptcy Code shall be

10

11

filed with the Court and served upon the Debtor within

forty-five days from and after the Effective Date.

12fl 65. Reorganized Hexcel and the Equity Committee

13 shall have the exclusive right (except as to (i) Claims or

14

15

applications for bonuses of the Debtor's officers, directors

and employees and (ii) applications for allowances of

161 compensation and reimbursement of expenses under Sections

17

18

19

20

21

22

23

24

25

26

27

28

330 and 503 of the Bankruptcy Code) to make and file

objections to Administrative Expense Claims and Claims .j

. shall serve a copy of each objection upon the Jioldei: of the

Administrative Expense Claim or Claim to which the objection

is made as soon.as practicable, but in no event later than

-days-after the.Effective Date; provided, however that

the Equity Committee shall not file an objection (other than

with respect to (i) Claims or applications for bonuses of

the Debtor's officers, directors and employees and (ii)

applications for allowances of compensation and

reimbursement of expenses under Sections 330 and 5O3 of the

Bankruptcy Code), without first making prior demand that
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1

2

3

4

5

6

7

&\

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27|

28

Reorganized Hexcel file such an objection and ten days

having elapsed without such objection being filed by

Reorganized Hexcel.

66. Within fifteen days after entry of this

Order or within such further time as the Court may allow,

the Proponents shall (a) mail to all known creditors,

shareholders and other parties in interest notice of the

entry of this Order and (b) publish such notice on one

occasion in the national editions of The Wall Street

Journal , The New York Times and The Oakland Tribune.

Dated: Oakland, - Calif ornia
January /£> , 1995 at fi .m.

Leslie Tchaikovsky
HONORABLE LESLIE TCHAIKOVSKY
UNITED STATES BANKRUPTCY JUDGE

APPROVED AS TO FORM:

KRONISH, LIEB, WEINER & HELLMAN

-Counsel

MARCUS MONTGOMERY

Counselseltctifhe-Of fi
£:=E\iity Securi

ficial Committee
Security Holders

PILLS BURY MADISON & SUTRO

Counsel to the Official
Creditors' Committee
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KRONISH, LIEB, WEINER & HELLMAN
ROBERT J. FEINSTEIN, ESQ.
CHET F. LIPTON, ESQ.
1114 Avenue of the Americas
New York, New York 10036
Telephone: (212) 479-6000

-and-

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
MERLE C. MEYERS, ESQ. #066849
44 Montgomery Street, Suite 2900
San Francisco, California 94104
Telephone: (415) 362-5045

Attorneys for the Debtor in Possession

MARCUS MONTGOMERY WOLFSON P.C.
PETER D. WOLFSON, ESQ.
ROBINSON MARKEL, ESQ.
SUZANNE D.T. LOVETT, ESQ.
53 Wall Street
New York, New York 10005
Telephone: (212) 858-5200

Attorneys for The Official Committee
of Equity Security Holders of
Hexcel Corporation

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA

In re

HEXCEL CORPORATION,

Debtor.

Chapter 11
No. 93-48535 T

FIRST AMENDED PLAN OF REORGANIZATION PROPOSED BY THE
DEBTOR AND THE OFFICIAL COMMITTEE OF EQUITY SECURITY

HOLDERS, DATED AS OF NOVEMBER 7, 1994
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Hexcel Corporation, a Delaware corporation ("Hexcel") and the Official Committee of Equity Security Holders of Hexcel
(the "Equity Committee") (collectively, the "Proponents"), hereby propose the following first amended plan of reorganization
pursuant to Section 1121(a) of title 11 of the United States Code:

ARTICLE I

DEFINITION AND CONSTRUCTION OF TERMS

Definitions. As used herein, the following terms have the respective meanings specified below, unless the context otherwise
requires:

1.1. Administrative Expense Claim means any Claim under Sections 503(b) and 507(a)(l) of the Bankruptcy Code,
including, without limitation, any actual and necessary expenses of preserving the estate of the Debtor, any actual and necessary
expenses of operating the business of the Debtor, all compensation or reimbursement of expenses allowed by the Bankruptcy Court
under Section 330 or 503 of the Bankruptcy Code, any fees or charges assessed against the estate of the Debtor under section 1930
of chapter 123 of title 28 of the United States Code, all reasonable out of pocket travel expenses of Equity Committee and
Creditors' Committee members, and all CIT Credit Claims.

1.2. Allowed means

(a) with respect to a Claim other than a Subordinated Debenture Claim, any Claim that is not a Disputed Claim and proof
of which was timely and properly filed or, if no proof of claim was filed, which has been or hereafter is listed by the Debtor on its
Schedules as liquidated in amount and not disputed or contingent. "Allowed Administrative Expense Claim" or "Allowed Claim"
shall not include interest on such Administrative Expense Claim or Claim from and after the Commencement Date unless otherwise
expressly specified in the Plan;

(b) with respect to a Subordinated Debenture Claim, any such Claim properly reflected in the records of the indenture
trustee for the Subordinated Debentures or any agent thereof pursuant to that certain Indenture dated as of August 1, 1986
between Hexcel and the Bank of California,_N.A., Trustee Re: 7% Convertible Subordinated Debentures due 2011; and

(c) with respect to an Interest, any Interest as reflected in the records of the transfer agent for Hexcel Common Stock at
the close of business on the Effective Date, and with respect to a Hexcel Option, any Options as reflected in the records of the
Debtor on the Effective Date.

1.3. Amended and Restated BNP Reimbursement Agreements means the amended and restated reimbursement agreements
with respect to the BNP Letters of Credit to be entered into with the holder of the Allowed Class 4 Claim containing the terms
described in Section 4.4 of the Plan.

1.4. Ballot means each of the voting forms to be distributed with the Plan and the Disclosure Statement to holders of Claims
or Equity Interests in Classes that are impaired under the terms of the Plan and are entitled to vote in connection with the
solicitation of acceptances of the Plan.

1.5. Bank Revolver Claims means all Claims arising under or related to that certain Credit Agreement dated April 29, 1991
between Hexcel Corporation and the institutions named therein and Wells Fargo Bank, N.A., as Agent, as amended, supplemented
or modified.

1.6. Bankruptcy Code means title 11 of the United States Code, as amended from time to time, as applicable to the
Chapter 11 Case.

1.7. Bankruptcy Court means the United States District Court for the Northern District of California, Oakland Division,
having jurisdiction over the Chapter 11 Case and, to the extent of any reference made pursuant to section 157 of title 28 of the
United States Code, the unit of such District Court pursuant to section 151 of title 28 of the United States Code.

1.8. Bankruptcy Rules means the Federal Rules of Bankruptcy Procedure, as amended from time to time, as applicable to
the Chapter 11 Case, including the Local Rules of the Bankruptcy Court.

. 1.9. Basic Subscription Right means the right of a holder of Hexcel Common Stock to purchase one share of Reorganized
Hexcel Common Stock in accordance with the provisions of the Rights Plan.

1.10. BNP means Banque Nationale de Paris.
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1.11. BMP Claims means all Claims of BNP against the Debtor arising under or relating to the BNP Letters of Credit
described in Section 1.12 hereof, including all Claims of BNP under the BNP reimbursement agreements described in Section 1.13
and other documents, instruments and agreements related to such letters of credit and reimbursement agreements.

1.12. BNP Letters of Credit means the seven letters of credit issued by BNP for the account of the Debtor as credit support
for the industrial development revenue bonds issued in connection with the transactions which are the subject of the IDRB Claims,
as such letters of credit have been modified or extended through the Effective Date.

1.13. BNP Reimbursement Agreements means the seven reimbursement agreements between BNP and the Debtor pursuant
to which the Debtor agreed to reimburse BNP for drawings under the BNP Letters of Credit.

1.14. Business Day means any day on which commercial banks are open for business in the City and County of San
Francisco, California, other than a Saturday, Sunday or legal holiday in the State of California.

1.15. Bylaws means the Restated Bylaws of Hexcel in effect immediately prior to the Effective Date.

1.16. Cash means the legal tender of the United States of America.

1.17. Certificate of Incorporation means the Restated Certificate of Incorporation of Hexcel in effect immediately prior to
the Effective Date.

1.18. Chapter 11 Case means the case under chapter 11 of the Bankruptcy Code commenced by the Debtor, styled In re
Hexcel Corporation, Case No. 93-48535 T (Chapter 11), currently pending in the Bankruptcy Court.

1.19. CIT means The CIT Group/Business Credit, Inc., a New York corporation and a post-petition lender to the Debtor
under the CIT Credit Agreement.

1.20. CIT Credit Agreement means the Debtor in Possession Credit Agreement, dated as of December 8, 1993, by and
between the Debtor and CIT, and related documents, as amended and modified from time to time, and as approved by orders of the
Bankruptcy Court, pursuant to which CIT agreed to advance funds and credit to the Debtor during the course of the Chapter 11
Case on a secured, super-priority basis.

1.21. CIT Credit Claims means all Claims of CIT arising under the CIT Credit Agreement.

1.22. Claim means (a) any right to payment from the Debtor, whether or not such right is reduced to judgment, liquidated,
unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured, or unsecured or (b) any right to
an equitable remedy for breach of performance if such breach gives rise to a right to payment from the Debtor, whether or not such
right to an equitable remedy is reduced to judgment, fixed, contingent, matured, unmatured, disputed, undisputed, secured or
unsecured.

1.23. Class means a category of holders of Claims or Equity Interests as established by the terms of Article III of the Plan.

1.24. Commencement Date means December 6, 1993, the date on which the Debtor commenced the Chapter 11 Case.

1.25. Common Stock means the common stock of Hexcel, par value $.01 per share, issued and outstanding prior to the
Effective Date, together with all Preferred Stock Rights appurtenant thereto, including any restricted Common Stock issued
pursuant to the Stock Plan.

1.26. Common Stock Interests means all Equity Interests in Hexcel represented by the shares of Common Stock of Hexcel
together with all appurtenant Preferred Stock Rights.

1.27. Confirmation Date means the date on which the Clerk of the Bankruptcy Court enters the Confirmation Order.

1.28. Confirmation Order means the order of the Bankruptcy Court confirming the Plan pursuant to Section 1129 of the
Bankruptcy Code.

1.29. Creditors' Committee means the statutory committee of unsecured creditors appointed by the United States Trustee in
the Chapter 11 Case pursuant to Section 1102 of the Bankruptcy Code on December 10, 1993, as such committee may be
constituted from time to time.

1.30. Cure means the distribution of Cash, or such other property as may be agreed upon by the Debtor and the recipient
thereof or ordered by the Bankruptcy Court, as and to the extent required for the assumption of an unexpired lease or executory
contract pursuant to the provisions of Section 365(b) of the Bankruptcy Code.

1.31. Debtor means Hexcel Corporation, a Delaware corporation.
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1.32. Debtor in Possession means the Debtor, as debtor in possession in the Chapter 11 Case.

1.33. Disclosure Statement means the disclosure statement relating to the Plan, as approved by the Bankruptcy Court
pursuant to Section 1125 of the Bankruptcy Code.

1.34. Disputed means, with respect to a Claim,

(a) any Claim, proof of which was not timely and properly filed and which in the case of a Claim has been or hereafter is
listed on the Schedules as unliquidated, disputed or contingent, or is not listed in the Schedules or in the case of an
Administrative Claim is reflected in the Debtor's books and records as unliquidated, disputed or contingent or is not reflected
in the Debtor's books and records;

(b) any Claim as to which the Debtor or any other party in interest has filed an objection or request for estimation on or
before the Effective Date or such other applicable limitation period fixed by the Plan, the Bankruptcy Code, the Bankruptcy
Rules or the Bankruptcy Court, except to the extent that such objection or request for estimation is withdrawn or determined
by a Final Order, in favor of the holder of such Claim;

(c) any Claim as to which a proof of claim is timely and properly filed, except to the extent that the amount asserted in
such proof of claim does not exceed the liquidated, undisputed and noncontingent amount set forth in the Schedules with
respect to such Claim. A Claim that is Disputed pursuant only to the provisions of this Subsection 1.34(c) shall cease to be
Disputed (i) on the ninetieth (90th) day following the Effective Date or on such later applicable deadline fixed by the Plan, the
Bankruptcy Code, the Bankruptcy Rules or the Bankruptcy Court, unless an objection or request for estimation with respect to
such Claim has been filed by such deadline, or (ii) upon, and to the extent, of a withdrawal of such objection or request for
estimation or a determination thereon by a Final Order in favor of the holder of such Claim; or

(d) as to Claims filed pursuant to Section 7.1(e) of the Plan or any other Claim not filed prior to the Confirmation Date,
the Debtor or any other party in interest has filed an objection or request for estimation on or before a deadline to be
established by the Bankruptcy Court.

1.35. Effective Date means the date on which the conditions specified in Section 10.1 of the Plan have been satisfied or
waived.

1.36. Eligible Rights Holder means a Record Holder of Hexcel Common Stock who has exercised, in accordance with the
terms of the Rights Plan, all Basic Subscription Rights issued to such holder by Reorganized Hexcel pursuant to the Plan.

1.37. Environmental Claim means any Claim, notice of violation, action, lien, demand, abatement or other order or direction
(conditional or otherwise) by any governmental body or any entity for personal injury (including sickness, disease or death),
tangible or intangible property damage, money damages, damage to the environment, nuisance, pollution, contamination or other
adverse effects on the environment, or for fines, penalties or restrictions resulting from or based upon (a) the existence, or the
continuation of the existence, of an Environmental Release (including, without limitation, sudden or non-sudden accidental or non-
accidental Environmental Releases), or exposure to any Hazardous Material or other substance, chemical, material, pollutant,
contaminant, odor, or audible noise at, in, by, from or related to the properties presently or formerly owned, leased or operated by
Hexcel or any activities conducted thereon; (b) the environmental aspects of the transportation, storage, treatment or disposal of
Hazardous Materials in connection with the operation of the properties presently or formerly owned, leased or operated by Hexcel;
or (c) the violation, or alleged violation, of any Environmental Laws, orders or permits of or from any governmental body relating
to environmental matters connected with the properties presently or formerly owned, leased or operated by Hexcel.

1.38. Environmental Law means any federal, state, local or foreign law (including common law), statute, code, ordinance,
rule, regulation or other requirement or guideline concerning an Environmental Release into any part of the natural environment, or
activities that might result in damage to the natural environment and with protecting or improving the quality of the natural
environment and protecting public and employee health and safety and includes, but is not limited to, the Comprehensive
Environmental Response, Compensation, and Liability Act ("CERCLA") (42 U.S.C. § 9601 et seq.), the Hazardous Material
Transportation Act (49 U.S.C. § 1801 et seq.), the Resource Conservation and Recovery Act (42 U.S.C. § 6901 et seq.), the Clean
Water Act (33 U.S.C. § 1251 et seq.), the Clean Air Act (42 U.S.C. § 7401 et seq.), the Toxic Substances Control Act (15 U.S.C. §
2601 et seq.), the Federal Insecticide, Fungicide, and Rodenticide Act (7 U.S.C. § 136 et seq.) and the Occupational Safety and
Health Act (29 U.S.C. § 651 et seq.), as such laws have been amended and supplemented, and the regulations promulgated pursuant
thereto, and any and all treaties, conventions and environmental public and employee health and safety statutes and regulations or
analogous requirements of non-United States jurisdictions in which Hexcel or any of its subsidiaries conducts any business.

1.39. Environmental Release means any release, spill, effluent, emission, leaking, pumping, injection, deposit, disposal,
discharge, dispersal, leaching, or migration into the indoor or outdoor environment, or into or out of any property owned, leased or
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operated by Hexcel or any subsidiary, including the movement of any Hazardous Material or other substance through or in the air,
soil, surface water, groundwater or property.

1.40. EPA means the Environmental Protection Agency.

1.41. Equity Committee means the statutory committee of equity security holders appointed by the United States Trustee in
the Chapter 11 Case pursuant to Section 1102 of the Bankruptcy Code on December 21, 1993, including State of Wisconsin
Investment Board as an ex officio member, as such committee may be constituted from time to time.

1.42. Equity Interest or Interest means any equity interest in the Debtor, and any option, warrant or other agreement
requiring the issuance of any such equity interest.

1.43. Exit Financing Facility means a working capital credit facility in an amount not less than $35 million to be obtained
by Reorganized Hexcel to meet its ordinary working capital requirements.

1.44. Final Order means an order of the Bankruptcy Court as to which the time to appeal, petition for certiorari, or move
for reargument or rehearing has expired and as to which no appeal, petition for certiorari, or other proceedings for reargument or
rehearing shall then be pending or as to which any right to appeal, petition for certiorari, reargue or rehear shall have been waived
in writing in form and substance satisfactory to the Proponents or Reorganized Hexcel or, in the event that an appeal, writ of
certiorari, reargument or rehearing thereof has been sought, such order of the Bankruptcy Court shall have been determined by the
highest court to which such order was appealed, or certiorari, reargument or rehearing shall have been denied and the time to take
any further appeal, petition for certiorari or move for reargument or rehearing shall have expired.

1.45. General Unsecured Claims means all Unsecured Claims against the Debtor, other than Claims in Classes 1, 2, 3, 4, 6,
7, 8, 9 and 10. Such Claims include, without limitation, the Bank Revolver Claims, the claim of Barclays Bank Ltd. under its Letter
of Credit and Reimbursement Agreement, and all Claims in respect of the rejection of leases and executory contracts, certain
guarantee claims, as well as all Claims of Hexcel's trade vendors and suppliers.

1.46. Hazardous Materials means any substance, material or waste which is regulated by any local, state or federal
governmental body in the jurisdiction in which Hexcel or any subsidiary conducts business, including, without limitation, any
material or substance which is defined as a "hazardous waste," "hazardous material," "hazardous substance," "extremely
hazardous waste" or "restricted hazardous waste," "subject waste," "contaminant," "toxic waste" or "toxic substance" under
any provision of any Environmental Law, including but not limited to, petroleum products, asbestos and polychlorinated biphenyls.

1.47. Hexcel Lyon means Hexcel S.A., a French subsidiary of Debtor having its operations in Lyon, France.

1.48. Hexcel Lyon Note means the note issuable to Hexcel Lyon on the Effective Date as described in Section 4.8 hereof.

1.49. Hexcel Options means options to purchase Common Stock and all other rights and awards granted prior to the
Effective Date pursuant to the Stock Plan, but does not include any restricted Common Stock awarded thereunder (which shares
shall be included in Class 11).

1.50. IDRB's shall mean all industrial revenue bonds issued pursuant to the loan agreements specified in Section 3.3, and
any of the documents, instruments and agreements relating thereto, as amended, supplemented or modified.

1.51. IDRB Claims means all Claims arising under or relating to the loan agreements specified in Section 3.3, and any of the
documents, instruments and agreements relating thereto, as amended, supplemented or modified, other than the BNP Claims.

1.52. NJDEPE means the New Jersey Department of Environmental Protection and Energy.

1.53. Other Intercompany Claim means any Claim against the Debtor by any Subsidiary of the Debtor other than the Hexcel
Lyon Claim.

1.54. Other Priority Claim means any Claim, other than a Priority Tax Claim and an Administrative Expense Claim,
entitled to priority in right of payment under Section 507(a) of the Bankruptcy Code.

1.55. Oversubscription Pool means those shares of Reorganized Hexcel Common Stock that are subject to Basic
Subscription Rights but are not purchased through exercise of such Basic Subscription Rights.

1.56. Oversubscription Rights means the rights of Eligible Rights Holders under the Rights Plan to purchase, subject to
Proration, those shares of Reorganized Hexcel Common Stock in the Stockholder Pool.

1.57. Petition means the voluntary petition filed with the Court to commence the Chapter 11 Case on December 6, 1993.
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1.58. Plan means this chapter 11 plan of reorganization (including all exhibits and schedules annexed hereto), either in its
present form or as it may be altered, amended, or modified from time to time.

1.59. Plan Supplement means the forms of documents specified in Section 12.12 of the Plan.

1.60. Postconfirmation List means the United States Trustee, the Debtor, the Debtor's attorneys, counsel for the Creditors'
Committee and the Equity Committee (until termination of the Committees' operations pursuant to Section 12.4 of the Plan) and
those parties who, subsequent to the Confirmation Date, file with the Court and serve upon the Debtor and its attorneys written
requests for special notice as provided by the terms of the Plan, which requests, in order to be effective, must include street
addresses and telephone and telecopy numbers for purposes of service; provided that parties may be eliminated from such list from
time to time by order of the Bankruptcy Court, pursuant to motions of the Debtor on notice to the then-constituted Postconfirmation
List, upon a showing that such parties no longer hold material Interests or Claims in the Chapter 11 Case, or no longer require
notice.

1.61. Preferred Stock Rights means all rights to purchase shares (or fractions of a share) of Series A Junior Participating
Preferred Stock, no par value, of Hexcel, which rights are the subject of the Rights Agreement, dated as of August 14, 1986,
between Hexcel and The Bank of California.

1.62. Principal Mutual Claims means all Claims arising under or relating to (a) that certain Note Agreement dated as of
October 1, 1988, between Hexcel and Principal Mutual Life Insurance Company pursuant to which Principal Mutual Life Insurance
Company purchased a $30,000,000 face amount 10.12% Senior Note due October 1, 1998 (the "Principal Mutual 10.12% Note"),
and any of the documents, instruments and agreements relating thereto, as amended, supplemented or modified, and (b) that certain
Note Agreement dated as of December 9, 1977, between Hexcel and Principal Mutual Life Insurance Company pursuant to which
Principal Mutual Life Insurance Company purchased a $8,000,000 face amount 8.75% Senior Note due June 1, 1997 (the
"Principal Mutual 8.75% Note"), and any of the documents, instruments and agreements relating thereto, as amended,
supplemented or modified.

1.63. Priority Tax Claim means a Claim of a governmental unit of a kind specified in Sections 502(i) and 507(a)(7) of the
Bankruptcy Code.

1.64. Pro Rata means (i) regarding Claims, the ratio of the amount of an Allowed Claim in a particular Class to the
aggregate amount of Allowed Claims in such Class; and (ii) regarding Interests, the ratio of the amount of the Allowed Interest to
the aggregate amount of Allowed Interests.

1.65. Proration means the method set forth in the Rights Plan for apportioning the shares of Reorganized Hexcel Common
Stock in the Stockholder Pool among Eligible Rights Holders in the event that there are an insufficient number of shares in the
Stockholder Pool to satisfy all exercised Oversubscription Rights.

1.66. PRP means a "potentially responsible party" within the meaning of the Environmental Laws.

1.67. Record Holder of Hexcel Common Stock means a stockholder of record of Hexcel Common Stock as of the close of
business on the Effective Date.

1.68. Reinstated or Reinstatement means leaving a Claim unimpaired in accordance with the provisions of Section 1124(2)
of the Bankruptcy Code.

1.69. Reorganized Debtor or Reorganized Hexcel means Hexcel, or any successor thereto by merger, consolidation or
otherwise, on and after the Effective Date.

1.70. Reorganized Hexcel Common Stock means the common stock, par value $.01 per share, of Reorganized Hexcel to be
issued by Reorganized Hexcel on and after the Effective Date.

1.71. Rights means the rights to purchase Reorganized Hexcel Common Stock to be issued under the Rights Plan pursuant
to Section 4.11 of the Plan, and includes the Basic Subscription Rights and the Oversubscription Rights.

1.72. Rights Plan means the Subscription Rights Plan substantially in the form of Exhibit A hereto, pursuant to which the
Rights are to be issued.

1.73. Schedules means the schedules of assets and liabilities and the statement of financial affairs filed by the Debtor as
required by Section 521 of the Bankruptcy Code and Bankruptcy Rule 1007, and all amendments thereto.

1.74. Section 510(b) Hexcel Common Stock Trading Claim means any Claim (a) arising from rescission of a purchase or
sale of shares of Common Stock, (b) for damages arising from the purchase or sale of shares of Common Stock, or (c) for
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reimbursement or contribution allowed under Section 502 of the Bankruptcy Code on account of a Claim described in clauses (a) or
(b) of this Section 1.74, other than a Claim for reimbursement or contribution described in Section 7.2 of the Plan.

1.75. Secured Claim means an Allowed Claim held by any entity to the extent of the value, as set forth in the Plan or as
determined by a Final Order of the Bankruptcy Court pursuant to Section 506(a) of the Bankruptcy Code, of any interest in
property of the Debtor's estate securing such Allowed Claim.

1.76. Standby Pool means 25% of the amount of shares of Reorganized Hexcel Common Stock, if any, which remain
available in the Oversubscription Pool after the first 108,108 shares of Reorganized Hexcel Common Stock in the Oversubscription
Pool have been allocated for purchase by John J. Lee.

1.77. Standby Purchase Commitment means the Standby Purchase Commitment substantially in the form of Exhibit B
hereto, pursuant to which the Standby Purchaser has agreed to purchase certain shares of Reorganized Hexcel Common Stock,
including but not limited to the Minimum Shares (as defined therein), and those shares, if any, in the Standby Pool and the balance
of shares remaining, if any, in the Stockholder Pool after satisfaction of all Oversubscription Rights.

1.78. Standby Purchaser means Mutual Series Fund Inc.

1.79. Stock Plan means the Hexcel Corporation 1988 Management Stock Program, as amended.

1.80. Stockholder Pool means 75% of the amount of shares of Reorganized Hexcel Common Stock, if any, which remain
available in the Oversubscription Pool after the first 108,108 shares of Reorganized Hexcel Common Stock in the Oversubscription
Pool have been allocated for purchase by John J. Lee.

1.81. Subordinated Debenture Claims means all Claims arising under or related to that certain Indenture dated as of
August 1, 1986 between Hexcel and The Bank of California, N.A., Trustee Re: 7% Convertible Subordinated Debentures due 2011,
the Subordinated Debentures, and any of the documents, instruments and agreements relating thereto, as amended, supplemented or
modified.

1.82. Subordinated Debentures means all debentures issued under or pursuant to that certain Indenture dated as of August 1,
1986 between Hexcel and The Bank of California, N.A., Trustee Re: 7% Convertible Subordinated Debentures due 2011 (the
"Subordinated Debenture Indenture").

1.83. Subscription Rights Expiration Date means the first Business Day that occurs not less than forty five calendar days
after the Effective Date.

1.84. Subscription Rights Certificate means a certificate substantially in the form attached to the Rights Plan.

1.85. Subscription Rights Period means the period commencing on the fifteenth day after the Effective Date and concluding
at 5:00 p.m. EST on the Subscription Rights Expiration Date.

1.86. Subsidiary means any entity of which Hexcel owns directly or indirectly at least 95% of the outstanding capital stock.

1.87. Unsecured Claim means any Claim that is not a Secured Claim, Administrative Expense Claim, Priority Tax Claim, or
Other Priority Claim.

Other Terms. Any term used herein that is not defined herein shall have the meaning ascribed to that term, if any, in the
Bankruptcy Code.

Construction of Certain Terms.

(a) The words "herein," "hereof," "hereto," "hereunder," and others of similar import refer to the Plan as a whole and not
to any particular section,' subsection, or clause contained in the Plan.

(b) Wherever from the context it appears appropriate, each term stated in either the singular or the plural shall include the
singular and the plural and pronouns stated in the masculine, feminine or neuter gender shall include the masculine, the feminine
and the neuter.

ARTICLE II

TREATMENT OF ADMINISTRATIVE
EXPENSE CLAIMS AND PRIORITY TAX CLAIMS

2.1. Administrative Expense Claims. Except to the extent that the holder of an Allowed Administrative Expense Claim
agrees to a different treatment, Reorganized Hexcel shall pay to each holder of an Allowed Administrative Expense Claim Cash in
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an amount equal to such Allowed Administrative Expense Claim on the latest of the Effective Date, the date such Administrative
Expense Claim becomes an Allowed Administrative Expense Claim and when it is due; provided, however, that Allowed
Administrative Expense Claims (other than Claims under Section 330 of the Bankruptcy Code) representing obligations incurred in
the ordinary course of business of or assumed by the Debtor in Possession shall be paid in full and performed by the Reorganized
Debtor in the ordinary course of business in accordance with the terms and conditions of the particular transactions and any
agreements relating thereto.

2.2. Priority Tax Claims. Except to the extent that the holder of an Allowed Priority Tax Claim agrees to a different
treatment, Reorganized Hexcel shall pay to each holder of an Allowed Priority Tax Claim, at the sole option of Reorganized
Hexcel, (a) Cash in an amount equal to such Allowed Priority Tax Claim on the later of the Effective Date and the date such
Priority Tax Claim becomes an Allowed Priority Tax Claim, or (b) equal annual cash payments in arrears in an aggregate amount
equal to such Allowed Priority Tax Claim, together with interest at a fixed annual rate equal to five percent (5%), over a period
through the sixth anniversary of the date of assessment of such Allowed Priority Tax Claim, or upon such other terms determined
by the Bankruptcy Court to provide the holder of such Allowed Priority Tax Claim deferred cash payments having a value, as of
the Effective Date, equal to such Allowed Priority Tax Claim.

in
>n

of
1,
or

ARTICLE III

CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS

The following is a designation of the Classes of Claims and Equity Interests in the Plan. Administrative Expense Claims and
Priority Tax Claims have not been classified and are excluded from the following Classes, in accordance with the provisions of
Section 1123(a)(l) of the Bankruptcy Code. The treatment accorded Administrative Expense Claims and Priority Tax Claims is set
forth in Article II, above. Consistent with Section 1122 of the Bankruptcy Code, a Claim or Equity Interest is classified by the Plan
in a particular Class only to the extent that the Claim or Equity Interest is within the description of the Class and is classified in a
different Class to the extent the Claim or Equity Interest is within the description of that different Class.

3.1. Class 1 (Other Priority Claims) consists of all Other Priority Claims against the Debtor.

3.2. Class 2 (Secured Claims) consists of all Secured Claims, each of which shall be within a separate subclass (with each
subclass to be deemed a separate class for all purposes under applicable provisions of the Bankruptcy Code), as follows:

3.2.1. Class 2A (Graham Industrial Mortgage Claims) consists of all Claims against the Debtor under that certain Real
Estate Lien Note, dated February 1, 1992, from Debtor to Graham Industrial Association, Inc. in the original principal amount
of $150,000, and under the related deed of trust and all other related documents, instruments and agreements.

3.2.2. Class 2B (Greater Pottsville Mortgage Claims) consists of all Claims against the Debtor under that certain
Promissory Note, dated June 13, 1980, from Debtor to Greater Pottsville Industrial Development Corporation in the original
principal amount of $400,000, and under the related mortgage and all other related documents, instruments and agreements.

3.2.3. Class 2C (Pottsville PIDA (Schuylkill) Mortgage Claims) consists of all Claims against the Debtor under that
certain Note, dated May 11, 1988, from Schuylkill Economic Development Corporation to The Pennsylvania Development
Authority in the original principal amount of $498,220 and under the related mortgage and all other related documents,
instruments and agreements (including, without limitation, the Consent, Subordination and Assumption Agreement, dated
March 15, 1988, between the Debtor and Schuylkill Economic Development Corporation).

3.2.4. Class 2D (Other Secured Claims) consists of all other Secured Claims.

3.3. Class 3 (IDRB Claims) consists of all IDRB Claims, each of which shall be within a separate subclass (with each
subclass to be deemed a separate class for all purposes under applicable provisions of the Bankruptcy Code), as follows:

3.3.1. Class 3A (California Pollution Control Financing Authority) consists of all Claims against the Debtor under that
certain Loan Agreement, dated as of April 1, 1988, between the Debtor and California Pollution Control Financing Authority
regarding $750,000 of Multi-Modal Interchangeable Rate Pollution Control Revenue Refunding Bonds (Hexcel Corporation
Project), Series 1988 due March 1, 2008, and under all related documents, instruments and agreements, other than the BNP
Claims.

3.3.2. Class 3B (Industrial Development Authority of the City ofCasa Grande) consists of all Claims against the Debtor
under that certain Loan Agreement, dated as of March 1, 1988, between the Debtor and Industrial Development Authority of
the City of Casa Grande regarding $2,050,000 of Multi-Modal Interchangeable Rate Industrial Development Revenue
Refunding Bonds (Hexcel Corporation Project), Series 1988 due September 1, 2007, and under all related documents,
instruments and agreements, other than the BNP Claims.

A-7

958900211



3.3.3. Class 3C (Young County #1 Industrial Development Corporation) consists of all Claims against the Debtor under
that certain Loan Agreement, dated as of April 1, 1988, between the Debtor and Young County #1 Industrial Development
Corporation regarding $800,000 of Multi-Modal Interchangeable Rate Industrial Development Revenue Refunding Bonds
(Hexcel Corporation Project), Series 1988 due March 1, 2008, and under all related documents, instruments and agreements,
other than the BNP Claims.

3.3.4. Class 3D (Guadalupe-Blanco River Authority Industrial Development Corporation) consists of all Claims
against the Debtor under that certain Loan Agreement, dated as of April 1, 1988, between Debtor and Guadalupe-Blanco River
Authority Industrial Development Corporation regarding $3,150,000 of Multi-Modal Interchangeable Rate Industrial
Development Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due March 1, 2008, and under all related
documents, instruments and agreements, other than the BNP Claims.

3.3.5. Class 3E (Port of Skagit County Industrial Development Corporation) consists of all Claims against the Debtor
under that certain Loan Agreement, dated as of December 1, 1989, between the Debtor and Port of Skagit County Industrial
Development Corporation regarding $3,000,000 of Variable Rate Demand Revenue Bonds, 1989 (Hexcel Corporation
Project), due December 1, 2024, and under all related documents, instruments and agreements, other than the BNP Claims.

3.3.6. Class 3F (Industrial Development Authority of the County of Los Angeles) consists of all Claims against the
Debtor under that certain Loan Agreement, dated as of March 1, 1988, between the Debtor and Industrial Development
Authority of the County of Los Angeles regarding $4,900,000 of Multi-Modal Interchangeable Rate Industrial Development
Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due September 1, 2007, and under all related
documents, instruments and agreements, other than the BNP Claims.

3.3.7. Class 3G (City of Lancaster) consists of all Claims against the Debtor under that certain Loan Agreement, dated
as of April 1, 1988, between the Debtor and City of Lancaster regarding $1,000,000 of Multi-Modal Interchangeable Rate
Industrial Development Revenue Refunding Bonds (Hexcel Corporation Project), Series 1988 due March 1., 2008, and under
all related documents, instruments and agreements, other than the BNP Claims.

3.4. Class 4 (BNP Claims) consists of the BNP Claims.

3.5. Class 5 (General Unsecured Claims) consists of all General Unsecured Claims.

3.6. Class 6 (Principal Mutual Claims) consists of the Principal Mutual Claims.

3.7. Class 7 (Environmental Claims) consists of all Environmental Claims, except the Claim filed by Barclays Bank Ltd.
with respect to the $4,000,000 undrawn letter of credit securing the Debtor's performance of its obligations under an
Administrative Order on Consent with the State of New Jersey.

3.8. Class 8 (Intercompany Claims) consists of two subclasses (with each subclass to be deemed a separate class for all
purposes under applicable provisions of the Bankruptcy Code), as follows:

3.8.1. Class 8A (Hexcel Lyon Claim) consists of Claims of Hexcel Lyon for an unpaid intercompany advance in the
original principal amount of $2,500,000 made by it to Hexcel.

3.8.2. Class 8B (Other Intercompany Claims) consists of all Other Intercompany Claims.

3.9. Class 9 (Subordinated Debenture Claims) consists of the Subordinated Debenture Claims.

3.10. Class JO (Section 5IO(b) Hexcel Common Stock Trading Claims) consists of all Section 510(b) Hexcel Common
Stock Trading Claims.

3.11. Class 11 (Common Stock) consists of all shares of Common Stock, including all Preferred Stock Rights appurtenant
thereto and all restricted shares of Common Stock issued pursuant to the Stock Plan.

3.12. Class 12 (Hexcel Options) consists of all Hexcel Options.

ARTICLE IV

TREATMENT OF CLAIMS AND EQUITY INTERESTS

4.1. Class 1—Other Priority Claims.

(a) Nonimpainnent. Class 1 is unimpaired by the Plan. Each holder of a Claim in Class 1 is conclusively presumed to have
accepted the Plan as a holder of a Class 1 Claim and is not entitled to vote to accept or reject the Plan.
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(b) Distributions. Reorganized Hexcel shall pay to each holder of an Allowed Claim in Class 1 Cash in an amount equal to
such Allowed Claim on the later of the Effective Date and the date such Claim becomes an Allowed Claim.

4.2. Class 2—Secured Claims

4.2.1. Class 2A—Graham Industrial Mortgage Claims.

(a) Nonimpairment. Class 2A is unimpaired by the Plan. The holder of a Claim in Class 2A is conclusively presumed to
have accepted the Plan as a holder of a Class 2A Claim and is not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Graham Industrial Mortgage Claims shall be Reinstated.

(c) Retention of Liens. The holder of the Graham Industrial Mortgage Claims in Class 2A shall retain the liens securing
such Secured Claim as of the Effective Date.

4.2.2. Class 2B—Greater Pottsville Mortgage Claims.

(a) Nonimpairment. Class 2B is unimpaired by the Plan. The holder of a Claim in Class 2B is conclusively presumed to
have accepted the Plan as a holder of a Class 2B Claim and is not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Greater Pottsville Mortgage Claims shall be Reinstated.

(c) Retention of Liens. The holder of the Greater Pottsville Mortgage Claims in Class 2B shall retain the liens securing
such Secured Claim as of the Effective Date.

4.2.3. Class 2C— Pottsville PIDA (Schuylkill) Mortgage Claims.

(a) Nonimpairment. Class 2C is unimpaired by the Plan. The holder of a Claim in Class 2C is conclusively presumed to
have accepted the Plan as a holder of a Class 2C Claim and is not entitled to vote to accept or reject the Plan.

(b) Distributions. On'the Effective Date, the Pottsville PIDA (Schuylkill) Mortgage Claims shall be Reinstated.

(c) Retention of Liens. The holder of the Pottsville PIDA (Schuylkill) Mortgage Claims in Class 2C shall retain the
liens securing such Secured Claim as of the Effective Date.

4.2.4. Class 2D—Other Secured Claims.

(a) Nonimpairment. Class 2D is unimpaired by the Plan. The holders of Claims in Class 2D are conclusively presumed
to have accepted the Plan as holders of Claim 2D Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Secured Claims, if any, in Class 2D shall be Reinstated.

(c) Retention of Liens. Each holder of a Claim in Class 2D shall retain the liens securing such holder's Secured Claim
as of the Effective Date.

4.3. Class 3—IDRB Claims

4.3.1. Class 3A (California Pollution Control Financing Authority).

(a) Nonimpairment. Class 3A is unimpaired by the Plan. The holders of Claims in Class 3A are conclusively presumed
to have accepted the Plan as holders of Class 3A Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3A shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.2. Class 3B (Industrial Development Authority of the City of Casa Grande).

(a) Nonimpairment. Class 3B is unimpaired by the Plan. The holders of Claims in Class 3B are conclusively presumed
to have accepted the Plan as holders of Class 3B Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3B shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.3. Class 3C (Young County #/ Industrial Development Corporation).

(a) Nonimpairment. Class 3C is unimpaired by the Plan. The holders of Claims in Class 3C are conclusively presumed
to have accepted the Plan as holders of Class 3C Claims and are not entitled to vote to accept or reject the Plan.
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(b) Distributions. On the Effective Date, the Claims in Class 3C shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.4. Class 3D (Guadalupe-Blanco River Authority Industrial Development Corporation).

(a) Nonimpairment. Class 3D is unimpaired by the Plan. The holders of Claims in Class 3D are conclusively presumed
to have accepted the Plan as holders of Class 3D Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3D shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.5. Class 3E (Port of Skagit County Industrial Development Corporation).

(a) Nonimpairment. Class 3E is unimpaired by the Plan. The holders of Claims in Class 3E are conclusively presumed
to have accepted the Plan as holders of Class 3E Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3E shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.6. Class 3F (Industrial Development Authority of the County of Los Angeles).

(a) Nonimpairment. Class 3F is unimpaired by the Plan. The holders of Claims in Class 3F are conclusively presumed
to have accepted the Plan as holders of Class 3F Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3F shall, at the Proponents' option, be paid in full or
Reinstated.

4.3.7. Class 3G (City of Lancaster).

(a) Nonimpairment. Class 3G is unimpaired by the Plan. The holders of Claims in Class 3G are conclusively presumed
to have accepted the Plan as holders of Class 3G Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 3G shall, at the Proponents' option, be paid in full or
Reinstated.

4.4. Class 4—BNP Claims.

(a) Impairment and Voting. Class 4 is impaired by the Plan. The holder of the Claims in Class 4 is entitled to vote to accept
or reject the Plan.

(b) Distributions. On the Effective Date, the holder of the Claims in Class 4 shall receive:

(A) Cash in the amount of $ 181,931.54 for all pre-petition unreimbursed drawings under the seven BNP Letters of Credit,
draw fees, letter of credit fees, attorneys' fees and fees and expenses paid by BNP to the remarketing agent for the IDRBs;

(B) Cash in the amount of all post-petition (i) unreimbursed drawings under the seven BNP Letters of Credit and unpaid
accrued interest thereon at the contract non-default rate; and (ii) draw fees, letter of credit fees and expenses paid by BNP to
the remarketing agent for the IDRBs for which BNP is entitled to reimbursement under the terms of the seven BNP
Reimbursement Agreements;

(C) Cash in the amount of $502,000 as payment of a one-time reinstatement and extension fee for BNP's extension of the
seven BNP Letters of Credit and modification of the seven BNP Reimbursement Agreements.

(D) In addition, the following shall occur as of the Effective Date: (i) BNP will extend the expiration date of the seven
BNP Letters of Credit to December 31, 1998; (ii) BNP will waive all defaults under the seven BNP Reimbursement
Agreements through the Effective Date and in connection with consummation of the Plan; (iii) The seven BNP
Reimbursement Agreements will be amended and restated pursuant to the Amended and Restated BNP Reimbursement
Agreements to (a) change the covenants so that consummation of the Plan and the establishment of the Exit Financing Facility
obtained to satisfy the condition precedent described in Section 10.1 of the Plan will not cause or constitute a default
thereunder, (b) increase the letter of credit commitment fees to 200 basis points per annum, payable quarterly in advance,
effective on the Effective Date, (c) increase the interest rate on the Liquidity Reimbursement Obligations (as defined in the
current BNP Reimbursement Agreements) to Prime (as defined in the BNP Reimbursement Agreements) plus 2% per annum
and the interest rate on all other obligations under the BNP Reimbursement Agreements to Prime plus 3% per annum, and
(d) contain such representations, warranties, conditions, covenants and other terms, including restrictions on existing and
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additional indebtedness, restrictions on existing and additional liens and encumbrances, financial coven;
provisions, as BNP, the Debtor and the Equity Committee may agree; and

(E) Commencing 90 days after the Effective Date and every three months thereafter until the expiratior
Letters of Credit, Reorganized Hexcel will at its option either deposit $600,000 in a sinking fund in whi
trustees for the IDRBs will hold a first priority security interest to secure Reorganized Hexcel's ob
Amended and Restated BNP Reimbursement Agreements, subject to the right of Reorganized Hexcel to u
the sinking fund to reduce the available amounts of the seven BNP Letters of Credit by the optional redemption 01 ^_
like principal amount, or provide a letter of credit in the amount of $600,000 for the benefit of BNP to secure Reorganized
Hexcel's obligations under the Amended and Restated BNP Reimbursement Agreements. All net Cash proceeds (including
insurance proceeds and condemnation awards) from the sale or other disposition (including refinancing) of any plants,
equipment or other property financed or refinanced by the issuance of the IDRBs supported by the seven BNP Letters of
Credit will be applied to the reduction of the available amounts of one or more of the BNP Letters of Credit by optional
redemption of the IDRBs or will be deposited into the sinking fund. Such net Cash proceeds may, at the option of Reorganized
Hexcel, be credited against the $600,000 quarterly deposit referred to above. In addition, in the event that the Debtor or
Reorganized Hexcel otherwise causes the available amounts of one or more of the BNP Letters of Credit to be reduced as the
result of the optional redemption of any IDRBs, it may, at its option, credit the amount of such reduction against any sinking
fund payments or letters of credit designated by it until the full amount of such reduction has been so credited.

4.5. Class 5—General Unsecured Claims.

(a) Nonimpairment. Class 5 is unimpaired by the Plan. The holders of Claims in Class 5 are conclusively presumed to have
accepted the Plan as holders of Allowed Class 5 Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. Reorganized Hexcel shall pay to each holder of an Allowed Claim in Class 5, on the latest of (A) the
Effective Date, (B) the date such Allowed Claim becomes an Allowed Claim and (C) the date such Allowed Claim becomes due,
Cash in an amount equal to:

(i) Such Allowed Claim; and

(ii) Interest on such Allowed Claim calculated at the rate of five percent (5%) per annum for (A) the period commencing
on the Commencement Date and ending on the date such Allowed Claim is paid in full in the case of any such Allowed Claim
consisting of debt which contractually requires payment of interest prior to maturity, and (B) the period commencing on the
later of the Commencement Date and the date that the obligation underlying the Allowed Claim became due (without
acceleration) and ending on the date such Allowed Claim is paid in full in the case of any other such Allowed Claim;
provided, however, that (1) Reorganized Hexcel shall not pay interest on any Allowed Claim which becomes Allowed
pursuant to a compromise or settlement or judgment that does not expressly provide for the accrual or payment of interest and
(2) Reorganized Hexcel shall pay interest on any Allowed Claim which became or becomes Allowed pursuant to a
compromise or settlement or judgment that expressly provides for a different rate of interest at such different rate. For
purposes of this section, an Acknowledgement of Extinguishment of Scheduled Claim shall not constitute a compromise or
settlement or judgment.

4.6. Class 6—Principal Mutual Claims.

(a) Nonimpairment. Class 6 is unimpaired by the Plan. The holder of the Claims in Class 6 is conclusively presumed to
accept the Plan and is not entitled to vote to accept or reject the Plan.

(b) Distributions, (i) The holder of the Allowed Claims in Class 6 shall receive payment on the Effective Date of $35.5
million plus interest thereon at 10% per annum commencing October 1, 1994 in Cash.

4.7. Class 7—Environmental Claims.

(a) Nonimpairment. Class 7 is unimpaired by the Plan. The holders of Claims in Class 7 are conclusively presumed to have
accepted the Plan as holders of Allowed Class 7 Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. Unless otherwise provided by stipulation and order, each Environmental Claim that is not disallowed
pursuant to a Final Order shall be reinstated and rendered unimpaired pursuant to Section 1124(1) of the Bankruptcy Code.

4.8. Class 8—Intercompany Claims.

4.8.1. Class 8A—Hexcel Lyon Claim.

A-ll

————--_—-«—«.—_«»—__«—_. 958900215



(a) Impairment and Voting. Class 8A is impaired by the Plan. The holder of the Hexcel Lyon Claim in Class 8 is
entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, the holder of the Hexcel Lyon Claim shall receive the Hexcel Lyon Note in the
principal amount of the Allowed Hexcel Lyon Claim which will be due on demand at any time after September 30, 1998 and
will bear interest payable semi-annually in arrears at the rate of 6.9% per annum from the Effective Date.

4.8.2. Class 8B—Other Intercompany Claims.

(a) Impairment and Voting. Class 8B is impaired by the Plan. Each holder of an Allowed Claim in Class 8B is entitled
to vote to accept or reject the Plan.

(b) Distributions. Each holder of an Allowed Other Intercompany Claim shall receive Cash in an amount equal to such
holder's Allowed Other Intercompany Claim on demand at any time after September 30, 1998.

4.9. Class 9—Subordinated Debenture Claims.

(a) Nonimpairment. Class 9 is unimpaired by the Plan. The holders of Claims in Class 9 are conclusively presumed to have
accepted the Plan as holders of Class 9 Claims and are not entitled to vote to accept or 'reject the Plan.

(b) Distributions. On the Effective Date, the Claims in Class 9 shall be Reinstated, and all defaults thereunder shall be cured
on the Effective Date. The Debtor will assume all obligations pursuant to the Subordinated Debenture Indenture and pay them in
the ordinary course of business, including without limitation the obligation pursuant to the Subordinated Debenture Indenture to
pay the indenture trustee thereunder reasonable compensation and its reasonable expenses and disbursements, and, to the extent
allowed by the Bankruptcy Court upon application by the indenture trustee, the reasonable fees, expenses and disbursements of its
counsel. Nothing in this Plan shall affect the charging lien rights of the indenture trustee pursuant to the terms of the Subordinated
Debenture Indenture.

4.10. Class 10—Section 5IO(b) Hexcel Common Stock Trading Claims.

(a) Nonimpairment. Class 10 is unimpaired by the Plan. The holders of Claims in Class 10 are conclusively presumed to
have accepted the Plan as holders of Class 10 Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. Each holder of an Allowed Claim in Class 10 shall receive its ratable share of $200,000 worth of shares of
Reorganized Hexcel Common Stock valued at a price equal to the average of the daily average prices of Reorganized Hexcel
Common Stock for the 20 trading days beginning 30 calendar days following the Subscription Rights Expiration Date; provided,
however, that no distributions under this Section 4.10(b) shall be made until all of the Allowed Claims in Class 10 and the holders
thereof have been determined.

4.11. Class 11—Common Stock.

(a) Impairment and Voting. Class 11 is impaired by the Plan. Each holder of Common Stock as of the date of the order
approving the Disclosure Statement is entitled to vote to accept or reject the Plan.

(b) Distributions. On the Effective Date, each Record Holder of Hexcel Common Stock shall receive, in exchange for each
share of Hexcel Common Stock, (i) one share of Reorganized Hexcel Common Stock and (ii) 1.21273 Basic Subscription Rights
and the appurtenant Oversubscription Rights. Fractional shares of Reorganized Hexcel Common Stock and fractional Basic
Subscription Rights shall be treated in accordance with Section 6.2(f) hereof. Each Basic Subscription Right will entitle the holder
to purchase one share of Reorganized Hexcel Common Stock at an exercise price of $4.625 per share, payable in Cash, in
accordance with the Rights Plan. In addition, under the Rights Plan if the holder exercises all of the Basic Subscription Rights he
receives from Hexcel pursuant to the Plan, such holder will have the right to exercise his Oversubscription Rights and thereby
subscribe for all or a portion of the shares of Reorganized Hexcel Common Stock, if any, which are in the Stockholder Pool,
subject to Proration in accordance with the terms of the Rights Plan. The number of shares of Reorganized Hexcel Common Stock,
if any, which such holder will actually be able to purchase through the exercise of the Oversubscription Rights will depend upon
the size of the Stockholder Pool and will be subject to Proration in the event that the total number of shares subscribed for pursuant
to the exercise of Oversubscription Rights exceeds the number of shares in the Stockholder Pool. The Rights will expire on the
Subscription Rights Expiration Date. Certificates representing the Rights will be distributed as soon after the Effective Date as is
practicable, but in no event later than 15 days after the Effective Date, and will first be exercisable on the first day which is not less
than 15 calendar days after the Effective Date. The Reorganized Hexcel Common Stock issuable on exercise of any Rights will be
issued as soon as is practicable following the Subscription Rights Expiration Date.

(c) Restricted Stock. All restrictions applicable to outstanding restricted Common Stock issued pursuant to the Stock Plan
shall apply to the Reorganized Hexcel Common Stock distributed with respect thereto pursuant to Sections 4.11(b) hereof, but such
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restrictions shall not apply to any Rights issued with respect thereto or Reorganized Hexcel Common Stock issued upon the
exercise of such Rights.

(d) Cancellation of Preferred Stock Rights. As of the Effective Date, all Preferred Stock Rights appurtenant to shares of
jmrnon Stock will be cancelled and extinguished.

4.12. Class 12—Hexcel Options.

(a) Nonimpairment. Class 12 is unimpaired by the Plan. The holders of Claims in Class 12 are conclusively presumed to
have accepted the Plan as holders of Class 12 Claims and are not entitled to vote to accept or reject the Plan.

(b) Distributions. Holders of issued and vested Hexcel Options in Class 12 shall retain their Hexcel Options. Proponents
reserve the right to modify the Plan to provide Reorganized Hexcel with an option, at its sole discretion, to make any distributions
to the holders of Options in Cash in an amount equal to the fair market value of the Options. On the Effective Date, the Stock
Option Plan shall be cancelled and terminated, except that the provisions of the Stock Plan applicable to outstanding Options and
restricted Common Stock shall remain in effect and shall apply to such Options and the Reorganized Hexcel Common Stock issued
with respect to such Options and restricted Common Stock.

ARTICLE V

PROVISIONS OF EQUITY SECURITIES
TO BE ISSUED PURSUANT TO THE PLAN

5.1.
follows:

Reorganized Hexcel Common Stock. The principal terms of the Reorganized Hexcel Common Stock shall be as

(a) Authorization: 40,000,000 shares.

(b) Par Value: $.01 per share.

(c) Voting: One vote per share, with no cumulative voting rights.

(d) Preemptive Rights: None.

(e) Registration: None.

5.2. Rights. The principal terms of the Rights are as follows:

(a) Authorization: Approximately 8,864,865 Basic Subscription Rights (the actual number may vary due to rounding as
contemplated by the Plan and the Rights Plan), each exercisable to purchase one share of Reorganized Hexcel Common Stock.

(b) Subscription Price: $4.625 per share payable in Cash.

(c) Voting: No voting rights.

(d) Subscription Period: The Rights will be exercisable at any time during the Subscription Rights Period.

(e) Transferability: The Basic Subscription Rights will be transferable subject to compliance with applicable federal and
state securities laws. The Oversubscription Rights are not transferable.

(f) Registration: None.

(g) Oversubscription Rights: Each Eligible Rights Holder will have the right to subscribe for the shares of Reorganized
Hexcel Common Stock, if any, which are included in the Stockholder Pool in accordance with the terms of the Rights Plan.
The number of shares of Reorganized Hexcel Common Stock which an Eligible Rights Holder will be able to purchase
through the exercise of the Oversubscription Rights will depend upon the size of the Stockholder Pool and will be subject to
Proration in the event that aggregate number of shares subscribed for pursuant to the exercise of Oversubscription Rights
exceeds the number of shares in the Stockholder Pool.
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ARTICLE VI F

MEANS OF IMPLEMENTATION, PROVISIONS REGARDING VOTING AND DISTRIBUTIONS UNDER THE C

PLAN AND TREATMENT OF DISPUTED, CONTINGENT, AND UNLIQUIDATED ADMINISTRATIVE EXPENSE
CLAIMS, CLAIMS AND EQUITY INTERESTS d

6.1. Voting of Claims and Interests.

(a) In General. Each holder of Claims and Interests in an impaired Class shall be entitled to vote separately to accept or
reject the Plan as provided in the order entered by the Bankruptcy Court establishing certain procedures with respect to the c
solicitation and tabulation of votes to accept or reject the Plan (a copy of which is annexed to the Disclosure Statement as Exhibit c
B). For purposes of calculating the number of Allowed Claims in a Class of Claims held by holders of Allowed Claims in such (
Class that have voted to accept or reject the Plan under Section 1126(c) of the Bankruptcy Code, all Allowed Claims in such Class
held by one entity or any affiliate thereof (as defined in the Securities Act of 1933 and the rules and regulations promulgated
thereunder) shall be aggregated and treated as one Allowed Claim in such Class.

(b) Controversy Concerning Impairment. In the event of a controversy as to whether any Claim or Class of Claims is t
impaired under the Plan, the Bankruptcy Court shall, after notice and a hearing, determine such controversy. The Plan Proponents 1
believe that Classes 1, 2, 3, 5, 6, 7, 9, 10 and 12 are unimpaired and that those classes of Claims and Interests do not have the right
to vote on the Plan. The Plan Proponents are nevertheless soliciting acceptances of the Plan from Classes 5 and 6 so that the Plan
can be confirmed even if the Bankruptcy Court determines that holders of Claims in such Classes are impaired. However, if the
Bankruptcy Court determines that holders of Claims in such Classes are rendered unimpaired by the Plan, the votes of the holders
of such Claims will not be counted.

6.2. Method of Distributions Under the Plan.

(a) In General. All distributions under the Plan shall be made by Reorganized Hexcel. AH distributions under the Plan to
the holders of Allowed Claims shall be made to the holder of each such Claim as set forth in the Claims Register maintained by the
Bankruptcy Court and Poorman-Douglas Corporation, as the outside claims agent for the Bankruptcy Court, or, with respect to
Claims governed by an indenture, to the indenture trustee on behalf of the holder of each such Claim. The Debtor shall be entitled
to rely on the most current claims register provided by Poorman-Douglas Corporation prior to 20 days before the Confirmation
Date. All distributions of Rights shall be distributed directly to holders of record of Common Stock as of the Effective Date.

(b) Distributions of Cash. Any payment of Cash made by Reorganized Hexcel pursuant to the Plan shall be made by check
drawn on a domestic bank and payment shall be deemed made when the check is transmitted. Reorganized Hexcel will make
payment by wire transfer to any creditor whose Allowed Class 5 Claim equals or exceeds $500,000 who provides a written request
therefor, together with wire transfer instructions, on or before five (5) Business Days prior to the Effective Date. Reorganized
Hexcel shall be entitled to rely on the wire transfer instructions provided by any such creditor, provided that Reorganized Hexcel
has made reasonable inquiry to confirm the validity of such request. If Reorganized Hexcel is not reasonably assured of the validity
of such request, Reorganized Hexcel in its sole discretion can make such payment by check.

(c) Timing of Distributions. Any payment or distribution required to be made under the Plan on a day other than a Business
Day shall be due on the next succeeding Business Day. All payments or distributions due on the Effective Date shall be made
thereon or as soon as practicable thereafter, but in no event later than 10 calendar days after the Effective Date.

(d) Hart-Scon-Rodino Compliance. Any shares of Reorganized Hexcel Common Stock to be distributed under the Plan to
any entity required to file a Premerger Notification and Report Form under the Hart-Scott-Rodino Antitrust Improvement Act of
1976, as amended, shall not be distributed until the notification and waiting periods applicable under such Act to such entity shall
have expired or been terminated.

(e) Minimum Distributions. Payment of Cash less than one hundred dollars need not be made by Reorganized Hexcel to
any holder of a Claim unless a request therefor is made in writing to Reorganized Hexcel within one year of the Effective Date.

(f) Fractional Shares and Rights. No fractional shares of Reorganized Hexcel Common Stock or fractional Rights shall be
distributed. The number of shares of Reorganized Hexcel Common Stock and Rights to be distributed shall be rounded (up or
down) to the nearest whole share or Right, with .50 shares or Rights rounded up to the next highest share or Right, except that the
number of shares which may be purchased upon the exercise of Oversubscription Rights will be rounded down to the next lowest
whole share in accordance with the Rights Plan.

(g) Unclaimed Distributions, (i) Any Cash or other distributions pursuant to the Plan, including but not limited to any
'ributions of interest, that are unclaimed for a period of one year after distribution thereof shall be forfeited and revested in
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Reorganized Hexcel. (ii) Any payment made on behalf of a holder of a Class 9 Claim to the indenture trustee for the
Subordinated Debentures pursuant to the Plan, including any Cash, that is unclaimed by the holder of a Subordinated Debenture
Claim for a period of one year after distribution thereof shall be forfeited and returned to and revested in Reorganized Hexcel.

6.3. Distributions Relating to Disputed Claims. Cash and shares of Reorganized Hexcel Common Stock shall be
jstributed by Reorganized Hexcel to a holder of a Disputed Administrative Expense Claim or Disputed Claim when, and to the
extent that, such Disputed Administrative Expense Claim or Disputed Claim becomes an Allowed Administrative Expense Claim
or Allowed Claim pursuant to a Final Order; provided, however, that the undisputed portion of any Disputed Claim shall be paid on
the Effective Date together with interest thereon to the same extent as an Allowed Claim in the same Class as that Claim. As to the
disputed portion of any Disputed Claim, any distribution in respect thereof shall be made in accordance with the Plan to the holder
of such Claim based upon the amount of such disputed portion that becomes an Allowed Administrative Expense Claim or Allowed
Claim, as the case may be, together with interest thereon to the same extent as an Allowed Claim in the same Class as that Claim.

6.4. Resolution of Disputed Administrative Expense Claims and Disputed Claims. Unless otherwise ordered by the
Bankruptcy Court after notice and a hearing (and except as to (i) Claims of the Debtor's officers, directors and employees and (ii)
applications for allowances of compensation and reimbursement of expenses under Sections 330 and 503 of the Bankruptcy Code),
the Proponents shall have the exclusive right to make and file objections to Administrative Expense Claims and Claims, provided,
however, that the Equity Committee will not file an objection (other than with respect to (i) Claims of the Debtor's officers,
directors and employees and (ii) applications for allowances of compensation and reimbursement of expenses under Sections 330
and 503 of the Bankruptcy Code) without first making prior demand that the Debtor file such an objection and ten (10) days having
elapsed without such objection being filed by the Debtor.

6.5. Cancellation and Surrender of Existing Debt Securities and Agreements.

(a) On the Effective Date, except as otherwise provided herein, all promissory notes and other instruments evidencing any
Claim in Class 5, and the Principal Mutual 8.75% Note and the Principal Mutual 10.12% Note in Class 6, shall be deemed canceled
without further act or action under any applicable agreement, law, regulation, order, or rule, and the obligations of the Debtor under
any indentures and any other documents, instruments and agreements governing such Claims shall be discharged.

(b) Each holder of a promissory note, or other instrument evidencing a Claim in Class 5, the Principal Mutual 8.75% Note or
the Principal Mutual 10.12% Note in Class 6 shall surrender such promissory note or instrument to the Reorganized Debtor. No
distribution of property hereunder shall be made to or on behalf of any such holders unless and until such promissory note or
.istrument is received by the Reorganized Debtor or the unavailability of such note or instrument is established to the reasonable

satisfaction of the Reorganized Debtor. The Reorganized Debtor may require any entity delivering an affidavit of loss and
indemnity to furnish a surety bond in form and substance (including, without limitation, with respect to amount) reasonably
satisfactory to the Reorganized Debtor from a surety company satisfactory to Reorganized Debtor. Any holder that fails within one
year after the date of entry of the Confirmation Order (i) to surrender or cause to be surrendered such promissory note or
instrument, (ii) to execute and deliver an affidavit of loss and indemnity reasonably satisfactory to the Reorganized Debtor, or (iii)
if requested, to furnish a bond reasonably satisfactory to the Reorganized Debtor upon request, shall be deemed to have forfeited all
rights, Claims, and interests and shall not participate in any distribution hereunder.

6.6. Record Date for Distribution of Securities. The record date for distribution of Rights and Reorganized Hexcel
Common Stock- shall be the Effective Date. Only Record Holders of Hexcel Common Stock will be entitled to the distributions
pursuant to Section 4.11.

6.7. Cancellation and Exchange of Common Stock. At the close of business on the Effective Date, each issued and
outstanding share of Common Stock held of record shall automatically, without any further action by the record holder thereof or
by Reorganized Hexcel, be cancelled and exchanged for one validly issued, fully paid and nonassessable share of Reorganized
Hexcel Common Stock (and each share of Common Stock held as a treasury share shall automatically, without any further action
by Reorganized Hexcel, be cancelled and exchanged for one such treasury share). Each certificate for shares of Common Stock
outstanding immediately prior to the Effective Date shall on and after the Effective Date represent the number of shares of
Reorganized Hexcel Common Stock into which such shares have been reclassified on the Effective Date pursuant to the Plan. Any
record holder of Hexcel Common Stock on the Effective Date may, at any time after the Effective Date, receive a new certificate
representing such holder's shares of Reorganized Hexcel Common Stock by surrendering to the transfer agent his old certificates
representing an equivalent number of shares of Common Stock, or, in the event of the destruction, loss, mutilation or theft of such
old certificate, at the transfer agent's or Reorganized Hexcel's option, an affidavit of such holder in accordance with Article 8 of
the Uniform Commercial Code and/or, if requested in Reorganized Hexcel's reasonable judgment, a surety bond, the amount and
form of which shall be satisfactory to Reorganized Hexcel and the transfer agent, from a surety company satisfactory to
Reorganized Hexcel and the transfer agent. As soon as practicable after such surrender or such delivery of such affidavit and such
•furnishing of a bond as provided herein, the transfer agent shall distribute to each holder of a new certificate representing an
appropriate number of shares of Reorganized Hexcel Common Stock.
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6.8. Delivery of Shares to the Standby Purchaser. On the Effective Date and as soon as practical after the Subscription
Rights Expiration Date, the Reorganized Hexcel Common Stock to be acquired by the Standby Purchaser at those times pursuant to
the Standby Purchase Commitment shall be delivered directly to the Standby Purchaser.

6.9. Standby Purchase Commitment. Hexcel and Reorganized Hexcel, as the case may be, shall perform their obligations
under the Standby Purchase Commitment in accordance with its terms, including, without limitation, issuing all shares of
Reorganized Hexcel Common Stock to the Standby Purchaser as provided therein, making all payments required therein and
entering into the Registration Rights Agreement included in Exhibit B to the Plan.

6.10. John J. Lee Purchase. On the Subscription Rights Expiration Date, Reorganized Hexcel shall sell to John J. Lee and
John J. Lee shall purchase 108,108 shares of Reorganized Hexcel Common Stock at a purchase price of $4.625 per share.

6.11. Registration Rights Agreement for Affiliates. On the Effective Date, Reorganized Hexcel shall be bound by the
Registration Rights Agreement for Affiliates in the form of Exhibit E to the Plan which is for the benefit of certain affiliates.

ARTICLE VII

EXECUTORY CONTRACTS AND UNEXPIRED LEASES

7.1. Assumption or Rejection of Executory Contracts and Unexpired Leases.

(a) Executory Contracts. Except as otherwise provided herein or by the Confirmation Order, as of the Effective Date, all
executory contracts (other than unexpired leases) that exist between the Debtor and any person shall be deemed assumed as of the
Effective Date, including without limitation all indemnification obligations described in Section 7.2 hereof and all benefit
obligations described in Sections 7.3 and 7.4 hereof, except for any executory contract (i) which has been rejected pursuant to an
order of the Bankruptcy Court entered on or prior to the Confirmation Date, (ii) set forth in Schedule 7.1(a) hereto to be filed on or
prior to seven days prior to the hearing on confirmation of the Plan, or (iii) as to which a motion for approval of the rejection of
such contract has been filed and served on or prior to the Confirmation Date. The executory contracts set forth in Schedules 7.1 (a)
and 7.3 hereto shall be deemed'rejected as of the Effective Date. The Debtor shall pay all amounts that have come due and owing
on or before the Effective Date with respect to obligations under assumed executory contracts immediately upon resolution of
amounts thereby owing, and execution of appropriate documents evidencing withdrawal of claims therefor, or upon further order of
the Bankruptcy Court.

(b) Unexpired Leases. Except as otherwise provided herein or by the Confirmation Order, as of the Effective Date, all
unexpixed leases that exist between the Debtor and any person shall be deemed assumed as of the Effective Date, except for any
unexpired lease (i) which has been rejected pursuant to an order of the Bankruptcy Court entered on or prior to the Confirmation
Date or by operation of law, or (ii) as to which a motion for approval of the rejection of such lease has been filed and served on or
prior to the Confirmation Date. The Debtor shall pay all amounts that have come due and owing on or before the Effective Date
with respect to obligations under assumed leases immediately upon resolution of amounts thereby owing, and execution of
appropriate documents evidencing withdrawal of claims therefor, or upon further order of the Bankruptcy Court.

(c) Approval of Assumption or Rejection of Leases and Contracts. Entry of the Confirmation Order shall constitute (i) the
approval, pursuant to Section 365(a) of the Bankruptcy Code, of the assumption of the executory contracts and unexpired leases
assumed pursuant to Section 7.1 (a) and (b) hereof, (ii) the extension of time pursuant to Section 365(d)(4) of the Bankruptcy Code
within which Hexcel may assume or reject the executory contracts and unexpired leases specified in Section 7.1(a) and (b) hereof
through the date of entry of an order approving the assumption or rejection of such contracts and leases, (iii) the approval, pursuant
to Section 365(a) of the Bankruptcy Code, of the rejection of the executory contracts set forth in Schedules 7.1(a) and 7.3 hereto,
and (iv) the disallowance of all Claims arising from contracts and leases assumed prior to or as of the Effective Date.

(d) Cure of Defaults. On the Effective Date, Reorganized Hexcel shall Cure any and all defaults under any executory
contract or unexpired lease assumed pursuant to the Plan in accordance with Section 365(b)(l) of the Bankruptcy Code.

(e) Bar Date for Filing Proofs of Claim Relating to Executory Contracts and Unexpired Leases Rejected Pursuant to the
Plan. Unless the Bankruptcy Court fixes a different time period pursuant to an order approving the rejection of a contract or
lease, Claims arising out of the rejection of an executory contract or unexpired lease pursuant to this Section 7.1 must be filed with
the Bankruptcy Court no later than thirty days after notice of entry of an order approving the rejection of such contract or lease.
Any Claims not filed within such time will be forever barred from assertion against the Debtor, its estate, Reorganized Hexcel, and
its property and will not receive any distributions under the Plan. Unless otherwise ordered by the Bankruptcy Court, all Claims
arising from the rejection of executory contracts and unexpired leases shall be treated as Class 5 Claims under the Plan.

7.2. Indemnification Obligations. For purposes of the Plan, the obligations of the Debtor to indemnify, reimburse or limit
the liability of its present and any former directors, officers or employees that were directors, officers or employees, respectively,
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on or after the Commencement Date against any obligations pursuant to the Certificate of Incorporation, the Bylaws, applicable
state law or specific agreement, or any combination of the foregoing, shall survive confirmation of the Plan, remain unaffected
thereby, and not be discharged irrespective of whether indemnification, reimbursement or limitation is owed in connection with an
event occurring before, on, or after the Commencement Date. The Debtor shall pay all amounts that have come due and owing on
or before the Effective Date with respect to assumed indemnity obligations immediately upon resolution of amounts thereby owing,
and execution of appropriate documents evidencing withdrawal of claims therefor, or upon further order of the Bankruptcy Court.

7.3. Compensation and Benefit Programs. Except as set forth in Schedule 7.3 hereof to be filed on or prior to seven days
prior to the hearing on confirmation of the Plan, all employment and severance practices and policies, and all compensation and
benefit plans, policies, and programs of the Debtor applicable to its directors, officers or employees, including, without limitation,
all savings plans, retirement plans, health care plans, severance benefit plans, incentive plans, workers' compensation programs and
life, disability and other insurance plans are treated as executory contracts under the Plan and are hereby assumed pursuant to
Section 365(a) of the Bankruptcy Code, subject to any and all modification and termination rights of the Debtor contained therein.
After the Effective Date, Debtor shall continue to maintain, among other things, the Hexcel Corporation Hourly Employees'
Pension Plan (the "Hourly Employees' Pension Plan") in accordance with the Employee Retirement Income Security Act of 1974,
as amended ("ERISA"), subject to any and all modification and termination rights of the Debtor contained therein. Debtor's
obligations to the Pension Benefit Guaranty Corporation, including obligations that may arise under 29 U.S.C. § 1362-1364 if the
Hourly Employees' Pension Plan is terminated after the Effective Date or if Debtor withdraws from the Hourly Employees'
Pension Plan after the Effective Date, will survive confirmation of the Plan, be unaffected thereby, and will not be discharged in
accordance with Section 1141 of the Bankruptcy Code. The Debtor shall pay all amounts that have come due and owing on or
before the Effective Date with respect to assumed benefit programs immediately upon resolution of amounts thereby owing, and
execution of appropriate documents evidencing withdrawal of claims therefor, or upon further order of the Bankruptcy Court.

7.4. Retiree Benefits. Payments, if any, due to any person for the purpose of providing or reimbursing payments for retired
employees and their spouses and dependents for medical, surgical, or hospital care benefits, or benefits in the event of sickness,
accident, disability, or death under any plan, fund, or program (through the purchase of insurance or otherwise), maintained or
established in whole or in part by the Debtor prior to the Commencement Date, shall be continued for the duration of the period the
Debtor has obligated itself to provide such benefits, subject to any and all modification and termination rights of the Debtor
contained therein. The Debtor shall pay all amounts that have come due and owing on or before the'Effective Date with respect to
assumed retiree benefits immediately upon resolution of amounts thereby owing, and execution of appropriate documents
evidencing withdrawal of claims therefor, or upon further order of the Bankruptcy Court.

ARTICLE Vin

PROVISIONS REGARDING CORPORATE
GOVERNANCE OF THE REORGANIZED DEBTOR

8.1. General. On the Effective Date, the management, control and operation of the Reorganized Debtor shall become the
general responsibility of the Board of Directors of the Reorganized Debtor, who shall thereafter have the responsibility for the
management, control and operation of the Reorganized Debtor.

8.2. Meetings of Stockholders. The first annual meeting of the stockholders of Reorganized Hexcel shall be held on a date
selected by the Board of Directors of Reorganized Hexcel not earlier than nine months after the Effective Date, unless otherwise
agreed to by the board designees of the Standby Purchaser and the Equity Committee, and thereafter in accordance with the
certificate of incorporation and bylaws of Reorganized Hexcel.

8.3. Directors and Officers of Reorganized Debtor.

(a) Board of Directors. As of the Effective Date, the Board of Directors of Reorganized Hexcel shall initially consist of
eight individuals whose names shall be disclosed prior to the hearing to consider confirmation of the Plan, and, as set forth herein,
one or two additional directors will be added after the Effective Date. Initially, three directors will be designated by the Equity
Committee, two directors will be designated by the Standby Purchaser, and three directors will be designated by joint selection of
the Equity Committee and the Standby Purchaser, all of whom will serve until the election of their successors at the first annual
meeting of Reorganized Hexcel which is held after the Effective Date. One seat on the Board of Directors will be reserved for a
new Chief Executive Officer, who will join the board as a director immediately upon the commencement of his or her employment
by Hexcel. In addition, if on the Subscription Rights Expiration Date the Standby Purchaser owns more than 50% of the
outstanding Reorganized Hexcel Common Stock, then the Standby Purchaser shall designate one additional director; if on the
Subscription Rights Expiration Date the Standby Purchaser owns less than 25% of the outstanding Reorganized Hexcel Common
Stock, then one additional director shall be designated by mutual agreement of those directors previously designated by the Equity
Committee, on the one hand, and those directors previously designated by mutual agreement of the Equity Committee and the
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Standby Purchaser, on the other hand, and such director will serve until his successor is elected at the first annual meeting of
stockholders of Reorganized Hexcel which is held after the Effective Date.

(b) Officers. The officers of Reorganized Hexcel immediately prior to the Effective Date shall serve as the initial officers
of Reorganized Hexcel on and after the Effective Date in accordance with any employment agreement with Reorganized Hexcel
and applicable nonbankruptcy law; provided that unless the directors designated by the Equity Committee and the directors
designated by the Standby Purchaser otherwise agree, until the first annual meeting of stockholders held after the Effective Date, no
person who has served as the Chairman or as the Chief Executive Officer of Hexcel at any time prior to October 1, 1994 shall serve
as Chairman of Reorganized Hexcel. In the event that a new Chief Executive Officer to succeed John J. Lee has not been selected
prior to the Effective Date, then John J. Lee will continue to serve as Chief Executive Officer until a new Chief Executive Officer
has been selected by the mutual agreement of those directors designated by the Equity Committee, on the one hand, and those
directors designated by the Standby Purchaser, on the other hand. Thereafter, Lee will serve as a consultant on the terms set forth in
the Standby Purchase Commitment. Lee's compensation shall be as set forth in Exhibit C of the Standby Purchase Commitment.

8.4. Certificate of Incorporation and Bylaws. Effective as of the Effective Date, the Certificate of Incorporation and
Bylaws shall be amended and restated in substantially the form annexed hereto as Exhibits C and D, respectively.

8.5. Issuance of New Securities. The issuance of the following equity securities by Reorganized Hexcel is hereby
authorized without further act or action under applicable law, regulation, order, or rule:

(a) approximately 18,163,881 to 18,271,989 shares of Reorganized Hexcel Common Stock (depending upon whether a
sufficient number of shares are available in the Oversubscription Pool to cover the 108,108 shares of Reorganized Hexcel Common
Stock which will be sold to John J. Lee), which shall be issued and distributed pursuant to the Plan (including the shares of
Common Stock which will be cancelled and exchanged for Reorganized Hexcel Common Stock, shares issued to holders of Class
10 Claims, shares issued pursuant to the exercise of Rights distributed pursuant to the Plan, shares issued to the Standby Purchaser
and shares issued to John J. Lee); and

(b) approximately 8,864,865 Basic Subscription Rights plus the appurtenant Oversubscription Rights.

8.6. Cancellation of Preferred Stock Rights. On the Effective Date, the Rights Agreement, dated as of August 14, 1986,
between Hexcel and The Bank of California, which provides for the issuance of the Preferred Stock Rights, shall be terminated and
cancelled without any further action by Reorganized Hexcel.

ARTICLE IX

EFFECT OF CONFIRMATION OF PLAN

9.1. Revesting of Assets.

(a) The property of the estate of the Debtor shall revest in the Reorganized Debtor on the Effective Date.

(b) From and after the Effective Date, the Reorganized Debtor may operate its business, and may use, acquire, and dispose
of its property free of any restrictions of the Bankruptcy Code.

(c) As of the Effective Date, all property of the Debtor shall be free and clear of all Claims and interests of holders of Claims
and Equity Interests, except as provided in the Plan.

(d) Any rights or causes of action accruing to the Debtor and Debtor in Possession shall remain assets of the estate of the
Reorganized Debtor, subject to the provisions of Article 12.3 of the Plan.

9.2. Discharge of Debtor. The rights afforded herein and the treatment of all Claims and Equity Interests herein shall be in
exchange for and in complete satisfaction, discharge, and release of all Claims and Equity Interests of any nature whatsoever,
including any interest accrued on such Claims from and after the Commencement Date, against the Debtor and the Debtor in
Possession, or any of its assets or properties. Except as otherwise provided herein, (a) on the Effective Date, all such Claims
against, and Equity Interests in, the Debtor shall be satisfied, discharged, and released in full and (b) all persons shall be precluded
from asserting against the Reorganized Debtor, its successors, or its assets or properties any other or further Claims or Equity
Interests based upon any act or omission, transaction, or other activity of any kind or nature that occurred prior to the Confirmation
Date.

9.3. Extinguishment of Causes of Action Under the Avoiding Power Provisions. On the Effective Date, all rights, claims,
;auses of action, avoiding powers, suits and proceedings arising under Sections 544, 545, 547, 548, 549 and 553 of the Bankruptcy
Code shall be extinguished whether or not then pending.
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ARTICLE X

EFFECTIVENESS OF THE PLAN

10.1. Conditions Precedent. The Plan shall not become effective unless and until: (i) the Bankruptcy Court shall have
entered the Confirmation Order in form satisfactory to the Proponents providing, inter alia, that the Standby Purchase Commitment
is a valid, legal and binding obligation of Reorganized Hexcel; that all securities to be issued to holders of Claims and Interests
pursuant to the Plan, and all securities issuable upon the exercise of Rights issued pursuant to the Plan are exempt from registration
pursuant to Section 1145 of the Bankruptcy Code; that all defaults, if any, under the IDRB's are cured and the IDRB's are
Reinstated and tax-exempt to Reorganized Hexcel and the holders thereof; that all defaults, if any, under the Subordinated
Debentures are cured and the Subordinated Debentures are Reinstated, and such Order shall have become a Final Order; (ii)
Reorganized Hexcel shall have credit availability under the Exit Financing Facility to provide Reorganized Hexcel with working
capital sufficient to meet its ordinary and peak working capital requirements, as reasonably determined by the Proponents and the
Standby Purchaser; (iii) all conditions to the first closing under the Standby Purchase Commitment shall have been satisfied or been
waived in accordance with such agreement; and (iv) the Reorganized Hexcel Common Stock to be issued pursuant to the Plan,
including the shares to be issued pursuant to the Standby Purchase Commitment, shares to be issued to John J. Lee and shares to be
issued upon the exercise of Rights, shall have been listed on the New York Stock Exchange subject to official notice of issuance.

10.2. Effect of Failure of Conditions. In the event that any of the conditions specified in Section 10.1 of the Plan has not
been satisfied or waived (in the manner provided in Section 10.3 below) on or before the Effective Date, the Proponents may, upon
notification submitted by the Proponents to the Bankruptcy Court and counsel for the Creditors' Committee, terminate the Plan. In
the event the Effective Date shall not have occurred within 90 days after entry of the Confirmation Order, the Plan shall
automatically terminate. Upon termination of the Plan (a) the Confirmation Order shall be vacated, (b) no distributions under the
Plan shall be made, (c) the Debtor and all holders of Claims and F ]uity Interests shall be restored to the status quo ante as of the
day immediately preceding the Confirmation Date as though the Confirmation Date never occurred, and (d) all the Debtor's
obligations with respect to the Claims and Equity Interests shall remain unchanged and nothing contained herein shall be deemed to
constitute a waiver or release of any claims by or against the Debtor or any other person or to prejudice in any manner the rights of
the Debtor or any person in any further proceedings involving the Debtor.

10.3. Waiver of Conditions. The Proponents may waive conditions to effectiveness of the Plan set forth in Section 10.1 of
•he Plan.

ARTICLE XI

RETENTION OF JURISDICTION

The Bankruptcy Court shall have exclusive jurisdiction of all matters arising out of, and related to, the Chapter 11 Case and
the Plan pursuant to, and for the purposes of, Sections 105(a) and 1142 of the Bankruptcy Code and for, among other things, the
following purposes:

(a) To hear and determine pending applications for the assumption or rejection of executory contracts or unexpired
leases, if any are pending, and the allowance of Claims resulting therefrom;

(b) To determine any and all pending adversary proceedings, applications, and contested matters;

(c) To hear and determine any objection to Administrative Expense Claims or to Claims;

(d) To enter and implement such orders a» may be appropriate in the event the Confirmation Order is for any reason
stayed, revoked, modified, or vacated;

(e) To issue such orders in aid of execution of the Plan, to the extent authorized by Section 1142 of the Bankruptcy
Code;

(0 To consider any modifications of the Plan, to cure any defect or omission, or reconcile any inconsistency in any
order of the Bankruptcy Court, including, without limitation, the Confirmation Order;

(g) To hear and determine all applications for compensation and reimbursement of expenses of professionals under
Sections 330, 331, and 503(b) of the Bankruptcy Code;

(h) To hear and determine disputes arising in connection with the interpretation, implementation, or enforcement of the
Plan;

(i) To recover all assets of the Debtor and property of the estate, wherever located;
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(j) To hear and determine matters concerning state, local, and federal taxes in accordance with Sections 346, 505, and
1146 of the Bankruptcy Code;

(k) To hear any other matter not inconsistent with the Bankruptcy Code; and

(1) To enter a final decree closing the Chapter 11 Case.

ARTICLE XII

MISCELLANEOUS PROVISIONS

12.1. Effectuating Documents and Further Transactions. Each of the Chairman, Vice Chairman, President, Vice
President-Finance, Chief Financial Officer, Secretary and the Treasurer of the Debtor and the Reorganized Debtor is authorized in
accordance with their authority under the resolutions of the Board of Directors of the Debtor or Reorganized Debtor, as the case
may be, to execute, deliver, file, or record such contracts, instruments, releases, indentures and other agreements or documents and
take such actions as may be necessary or appropriate to effectuate and further evidence the terms and conditions of the Plan and
any notes or securities issued pursuant to the Plan.

12.2. Exemption from Transfer Taxes. Pursuant to Section 1146(c) of the Bankruptcy Code, the issuance, transfer or
exchange of notes or equity securities under the Plan, the creation of any mortgage, deed of trust or other security interest, the
making or assignment of any lease or sublease, or the making or delivery of any deed or other instrument of transfer under, in
furtherance of, or in connection with the Plan, including any deeds, bills of sale or assignments executed in connection with any of
the transactions contemplated under the Plan shall not be subject to any stamp, real estate transfer, mortgage recording or other
similar tax.

12.3. Exculpation and Releases. Neither the Reorganized Debtor, nor the Standby Purchaser, nor the Creditors' Committee
nor the Equity Committee nor any of their respective members, officers, directors, employees, attorneys, advisors or agents shall
have or incur any liability to any holder of a Claim or Equity Interest for any act or omission in connection with, or arising out of,
the pursuit of confirmation of the Plan, the consummation of the Plan or the administration of the Plan or the property to be
distributed under the Plan except for willful misconduct or gross negligence, and, in all respects, the Reorganized Debtor, the
Creditors' Committee, the Equity Committee, the Standby Purchaser and each of their respective members, officers, directors,
employees, advisors and agents shall be entitled to rely upon the advice of counsel with respect to their duties and responsibilities
under the Plan.

Upon the Effective Date, pursuant to Section 1123(b)(3)(A) of the Bankruptcy Code, any and all claims held by Hexcel
against any present or former officers or directors shall be forever settled, waived, released and discharged, and will not be retained
or enforced by Reorganized Hexcel. Further, to the extent allowable under applicable bankruptcy law, upon the Effective Date any
and all claims and causes of action, whether direct or derivative, against any present or former officer or director of Hexcel by any
holder of a Claim or Interest under the Plan shall similarly be forever settled, waived, released and discharged, and not retained or
enforced by such holder.

12.4. Committees. The appointment of the Creditors' Committee shall terminate on the Effective Date, and the
appointment of the Equity Committee shall terminate on the Second Closing (as that term is defined in the Standby Purchase
Commitment), except as to applications under Sections 330 and 503 of the Bankruptcy Code and such Committees' objections to
such applications and claims of the Debtor's officers, directors and employees, as to which the Committees' appointments will
terminate immediately after the entry of a Final Order on applications for final allowances of compensation and reimbursement of
expenses or such Claims objections.

12.5. Amendment or Modification of the Plan; Severability.

(a) The Proponents may alter, amend, or modify the treatment of any Claim provided for under the Plan; provided, however,
that the holder of such Claim agrees or consents to any such alteration, amendment or modification.

(b) In the event that the Bankruptcy Court determines, prior to the Confirmation Date, that any provision in the Plan is
invalid, void or unenforceable, such provision shall be invalid, void or unenforceable with respect to the holder or holders of such
Claims or Equity Interests as to which the provision is determined to be invalid, void or unenforceable. The inval idi ty, voidness or
unenforceability of any such provision shall in no way limit or affect the enforceability and operative effect of any other provision
of the Plan.

12.6. Revocation or Withdrawal of the Plan.

(a) The Proponents reserve the right to revoke or withdraw the Plan prior to the Confirmation Date.
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(b) If the Proponents revoke or withdraw the Plan prior to the Confirmation Date, then the Plan shall be deemed null and
void. In such event, nothing contained herein shall be deemed to constitute a waiver or release of any claims by or against the
Debtor or any other person or to prejudice in any manner the rights of the Debtor or any person in any further proceedings
involving the Debtor.

12.7. Binding Effect. The Plan shall be binding upon and inure to the benefit of the Debtor, Reorganized Debtor, the
holders of Claims and Equity Interests, and their respective successors and assigns.

12.8. Notices. Any notice required or permitted to be provided under the Plan shall be in writing and served by either (a)
certified mail, return receipt requested, postage prepaid, (b) hand delivery, or (c) reputable overnight delivery service, freight
prepaid, to be addressed as follows:

To Hexcel Corporation:

HEXCEL CORPORATION
5794 W. Las Positas Boulevard

md Pleasanton, California 94588
Attn: Rodney P

with copies to:

ind Attn: Rodney P. Jenks, Jr., Esq.

or
the KRONISH, LIEB, WEINER & HELLMAN

in 1 1 14 Avenue of the Americas
• of New York, New York 10036-7798
her Attn: Robert J. Feinstein, Esq.

- and -

GOLDBERG, STINNETT, MEYERS & DAVIS
A Professional Corporation
44 Montgomery Street, Suite 2900
San Francisco, California 94104
Attn: Merle C. Meyers, Esq.

To the Official Committee of Equity Security Holders:

MARCUS MONTGOMERY WOLFSON P.C.
53 Wall Street
New York, New York 10005
Attn: Peter D. Wolfson, Esq.

12.9 Post-Effective Date Professional Fees. The Reorganized Debtor may retain and compensate professionals, including
Kronish, Lieb, Weiner & Hellman and Goldberg, Stinnett, Meyers & Davis as its counsel, and Marcus Montgomery Wolfson P.C.
as counsel to the outside directors of the Reorganized Debtor, and reimburse such professionals' expenses, for services rendered on
or after the Effective Date without the necessity of approval by the Bankruptcy Court pursuant to the provisions of Sections 327 et
seq. of the Bankruptcy Code. This provision is not intended to and shall not limit the discretion of the Reorganized Debtor and the
directors of the Reorganized Debtor or any of them in the selection of professionals or impose any obligation of the Reorganized
Debtor to reimburse the cost of professionals retained by any director or group of directors of the Reorganized Debtor unless
approved by the Board of Directors of the Reorganized Debtor after the Effective Date.

12.10. Governing Law. Except to the extent the Bankruptcy Code or Bankruptcy Rules are applicable, the rights and
obligations arising under the Plan shall be governed by, and construed and enforced in accordance with, the laws of the State of
California, without giving effect to the principles of conflicts of law thereof.

12.11. Withholding and Reporting Requirements. In connection with the Plan and all instruments issued in connection
therewith and distributions thereunder, the Debtor or the Reorganized Debtor, as the case may be, shall comply with all
withholding and reporting requirements imposed by any federal, state, local, or foreign taxing authority and all distributions
hereunder shall be subject to any such withholding and reporting requirements.

12. 12. Plan Supplement. Forms of the documents relating to the Amended and Restated BNP Reimbursement Agreements
and other documents shall be contained in the Plan Supplement and filed with the Clerk of the Bankruptcy Court at least ten days
prior to the Confirmation Date. Upon its filing with the Court, the Plan Supplement may be inspected in the office of the Clerk of
the Bankruptcy Court during normal court hours. Holders of Claims or Equity Interests may obtain a copy of the Plan Supplement
upon written request in accordance with applicable provisions of the Disclosure Statement.
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12.13. Headings. Headings are used in the Plan for convenience and reference only, and shall not constitute a part of the
Plan for any other purpose.

12.14. Exhibits. All Exhibits to the Plan, including the Plan Supplement, are incorporated into and are a part of the Plan as
if set forth in full herein.

12.15. Filing of Additional Documents. On or before substantial consummation of the Plan, the Proponents shall file with
the Bankruptcy Court such agreements and other documents as may be necessary or appropriate to effectuate and further evidence
the terms and conditions of the Plan. Promptly after the period during which Reorganized Hexcel may object to Claims after the
Effective Date, Reorganized Hexcel shall serve on the Postconfirmation List and the Committees and file a certificate of an officer
of Reorganized Hexcel stating that the period has expired and that Reorganized Hexcel has paid the Claims as to which no written
objection has been filed.

Dated: November 7, 1994

HEXCEL CORPORATION,
a Delaware corporation

By: /s/ ROBERT D. KRUMME

Robert D. Krumme
Vice Chairman

KRONISH, LIEB, WEINER & HELLMAN

By: /s/ ROBERT J. FEINSTEIN

Robert J. Feinstein, Esq.
1114 Avenue of the Americas
New York, New York 10036
(212) 479-6000

-and-

GOLDBERG, STINNETT, MEYERS & DAVIS
44 Montgomery Street, Suite 2900
San Francisco, California 94104
(415) 362-5045
Attorneys for the Debtor in Possession

THE OFFICIAL COMMITTEE OF EQUITY
SECURITY HOLDERS OF HEXCEL CORPORATION

By: /s/ Joseph L. Harrosh

Joseph L. Harrosh
Chairperson

MARCUS MONTGOMERY WOLFSON P.C.

By: /s/ Peter D. Wolfson

Peter D. Wolfson, Esq.
53 Wall Street
New York, New York 10005-2815
Telephone: (212) 858-5200
Attorneys for The Official Committee of
Equity Security Holders of Hexcel Corporation
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Directive Number 2003-01

IN THE MATTER OF
THE LOWER PASSAIC RIVER

AND

360 NORTH PASTORIA
ENVIRONMENTAL CORPORATION;

AMERADA HESS CORPORATION;
AMERICAN MODERN METALS

CORPORATION;
APOLLO DEVELOPMENT AND

LAND CORPORATION;
ASHLAND INC.;
AT&T CORPORATION;
ATLANTIC RICHFIELD

COMPANY;
BAYER CORPORATION;
BENJAMIN MOORE & COMPANY;
BRISTOL MYERS-SQUIBB;
CHEMICAL LAND HOLDINGS, INC.;
CHEVRON TEXACO CORPORATION;:
DIAMOND ALKALI COMPANY;
DIAMOND SHAMROCK CHEMICALS

COMPANY;
DIAMOND SHAMROCK

CORPORATION;
DILORENZO PROPERTIES

COMPANY;
DILORENZO PROPERTIES, L.P.;
DRUM SERVICE OF NEWARK, INC.;
E.I. DUPONT DE NEMOURS AND

COMPANY;
EASTMAN KODAK COMPANY;

DIRECTIVE NO. 1

NATURAL RESOURCE INJURY
ASSESSMENT

AND

INTERIM COMPENSATORY
RESTORATION OF

NATURAL RESOURCE INJURIES
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ELF SANOFI, S.A.
FINE ORGANICS CORPORATION;
FRANKLIN-BURLINGTON

PLASTICS, INC.;
FRANKLIN PLASTICS

CORPORATION;
FREEDOM CHEMICAL COMPANY;
GETTY PETROLEUM

CORPORATION;
GETTY REALTY GROUP;
H.D. ACQUISITION CORPORATION;
HEXCEL CORPORATION;
HILTON DAVIS CHEMICAL

COMPANY;
KEARNY INDUSTRIAL ASSOCIATES,

L.P.;
LUCENT TECHNOLOGIES, INC.;
MARSHALL CLARK

MANUFACTURING
CORPORATION;

MAXUS ENERGY CORPORATION;
MONSANTO COMPANY;
MOTOR CARRIER SERVICES

CORPORATION;
NAPPWOOD LAND CORPORATION;
NOVEON HILTON DAVIS INC.;
OCCIDENTAL CHEMICAL

CORPORATION;
OCCIDENTAL ELECTRO-

CHEMICALS CORPORATION;
OCCIDENTAL PETROLEUM

CORPORATION;
OXY-DIAMOND ALKALI

CORPORATION;
PITT-CONSOL CHEMICAL

COMPANY;
PLASTICS MANUFACTURING

CORPORATION;
PMC GLOBAL INC.;
POWER TEST OF NEW JERSEY, INC.;
PROPANE POWER CORPORATION;
PUBLIC SERVICE ELECTRIC &

GAS COMPANY;
PUBLIC SERVICE ENTERPRISE
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GROUP, INC.;
PURDUE PHARMA TECHNOLOGIES,

INC.;
RTC PROPERTIES, INC.;
S&A REALTY CORPORATION;
SAFETY-KLEEN ENVIROSYSTEMS

COMPANY;
SANOFI S.A.;
SDI DIVESTITURE CORPORATION;
SHERWESf WILLIAMS COMPANY;
SMITHKLINE BEECHAM

CORPORATION;
SPARTECH CORPORATION;
STANLEY WORKS CORPORATION;
STERLING WINTHROP, INC.;
STWB INC.;
TEXACO INC.;
TEXACO REFINING AND

MARKETING INC.
THOMASSET COLORS, INC.;
TIERRA SOLUTION,

INCORPORATED;
TIERRA SOLUTIONS, INC.;

AND
WILSON FIVE CORPORATION;

Respondents.
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This Directive and Notice to Insurers (hereinafter "Directive") is issued pursuant to the authority
vested in the Commissioner of the New Jersey Department of Environmental Protection (hereinafter
"the Department") by N.J.S.A. 13:1D-1 et seq., and the Spill Compensation and Control Act,
N.J.S.A. 58:10-23.11 et seq., and duly delegated to the Assistant Commissioner, Natural and Historic
Resources. N.J.S.A. 13:18-4.

FINDINGS

I. Site

1. The Passaic River, covering parts of northeastern New Jersey and southeastern New York,
drains almost 935 square miles and is the second largest river in New Jersey, stretching
approximately 85 miles from the Bernardsville Mountains and emptying into the Newark Bay.1 The
Lower Passaic River, from the Dundee Dam in Paterson to the mouth of the river at Newark Bay,
drams a watershed of approximately 170 square miles.2 There are 5 major tributaries to the 17 mile
stretch of the Lower Passaic River: Third River, Saddle River, Second River, Frank's Creek, and
Lawyers Creek. For the purpose of this Directive, the scope of the Lower Passaic River Site will be
the 17 miles of the Lower Passaic River from the Dundee Dam in Paterson downstream to and
including its confluence with Newark Bay.

2. The Passaic River watershed has been subject to numerous point and non-point discharges
for over 100 years.3 These discharges have included "heavy metals such as cadmium, copper, lead,
mercury, and zinc; polycyclic aromatic hydrocarbons (PAHs); pesticides such as chlordane and
dichlorodiphenyltrichloroethane (DDT); polychlorinated biphenyls (PCBs); polychlorinated dibenzo-
p-dioxin and dibenzofurans (PCDD/Fs)...." The Department has determined that the water in the
Lower Passaic River contains hazardous chemicals that have been discharged at sites in the Passaic
River watershed, including, without limitation, polychlorinated biphenyls, dioxin, polyaromatic
hydrocarbons, mercury, and lead.

3. The bottom sediments of the Lower Passaic River contain various hazardous substances,
including, cadmium, copper, lead, mercury, nickel, zinc, polyaromatic hydrocarbons, bis(2-
ethylhexyl), phthalate, polychlorinated biphenyls, dichlorodiphenyl-trichloroethate, and 2,3,7,8-
Tetrachloro-dibenzo-p-dioxin.4 "Many contaminants still reside in the sediments and aquatic

'Tirza S. Wahrman, "Agent Orange in Newark: Time for a New Beginning," 29 Seton Hall Law Review 89,
90(1998).

2U.S. Army Corps of Engineers, "Draft Project Management Plan, Lower Passaic River, New Jersey,
Investigation and Feasibility Study for Remediation and Ecosystem Restoration," April 2003, p.3.

3New Jersey Department of Environmental Protection, New Jersey Mercury Task Force, Volume II: Impacts
of Mercury in New Jersey, January 2002, p.91.

4In the Matter of the Diamond Alkali Site, Administrative Order on Consent, entered into between
Occidental Chemical Corporation and USEPA, April 20, 1994.
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organisms of the River, and many are still being discharged."5 "Surface and buried sediments
(representing deposits from many years time) from the Passaic River contain a number of chemical
contaminants that have degraded the sediment quality of the River. These toxic chemicals negatively
impact the communities of bottom-dwelling invertebrates. These invertebrates are an important food
source for fish, and impacts to the invertebrates would have been reflected in impacts to the fish."6

The Department has determined that the sediment in the Lower Passaic River contains hazardous
substances that have been discharged at sites within the Passaic River watershed, including, without
limitation, polychlorinated biphenyls, dioxin, polyaromatic hydrocarbons, mercury, and lead.7

4. Many of the hazardous substances that are in sediment in the Lower Passaic River,
specifically the dioxin, PCBs, DDT, heavy metals, and polyaromatic hydrocarbons, are persistent
substances that remain in the environment long after discharge.

5. Many of the hazardous substances that are in sediment in the Lower Passaic River,
specifically the dioxin, PCBs, DDT, heavy metals, and polyaromatic hydrocarbons bioaccumulate
and/or biomagnify in the ecological food chain in this environment.

6. The Department has determined that dioxin is present in certain finfish and crustations
in the Lower Passaic River.8

7. The Department has prohibited anyone to eat any fish or shellfish from the Lower Passaic
River due to the presence of PCBs and dioxin.9

8. The Department and the Department of Health and Senior Services have issued fish

5Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002) p.94.

"Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002)p.l03.

7U.S. Environmental Protection Agency, Incidence and Severity of Sediment Contamination of the United
States-Volume 1: National Sediment Quality Survey, EPA 823-R-97-006, U.S. Environmental Protection Agency,
Office of Science and Technology, Washington, D.C. September 1997, pp. 4-7.

8New Jersey Department of Environmental Protection, 1996 Annual Report of the Clean Water
Enforcement Act, March 1997, p. 49.

'New Jersey Department of Environmental Protection, "Public Health Advisories and Guidance on Fish
Consumption for Recreational Fishing: 2003 Fish Consumption Advisories for PCBs and Dioxin," Division of
Science and Technology, http://www.nj.gov/dsr/pcb-dioxin-chart.htm.
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consumption advisories due to mercury contamination in fish in the Lower Passaic River.10

9. "[Tjhe lower Passaic River is not likely to support swimming for the forseeable future."11

10. The Lower Passaic River earned the poorest rating on the U.S. Environmental Protection
Agency's Index of Watershed Indicators.12

11. The Lower Passaic River is a prime example of resource degradation at its worst.13

12. Great rivers-those that drain large or diverse watersheds or that offer unique or uniquely
valuable ecological and human services-are among the most valuable natural resources on earth.
The Passaic River was once a great river.14

13. Clearly, releases of chemical contaminants have adversely affected the Passaic River and
reduced its ecological and human use services.15

II. Hazardous Discharge Sites that have Contaminated the Lower Passaic River

A. The Ashland Chemical Company Site - Program Identification No. 015006

1. Site

14. The Ashland Chemical Company Site is located at 221 Foundry Street, Newark, New
Jersey, also designated as Block 5005, Lots 1, 6, 10, and 15 on the tax maps of the City of Newark,

10New Jersey Department of Environmental Protection, "Guide to Mercury Health Advisories for Eating
Fish from New Jersey Freshwaters - 2002 Update, http://www.state.nj.us/dep/dsr/advisory-updates-2002.htm.

"Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002) p. 155.

12U.S. Army Corps of Engineers, "Draft Project Management Plan, Lower Passaic River, New Jersey,
Investigation and Feasibility Study for Remediation and Ecosystem Restoration," April 2003, p. 10.

''Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002) p.3.

14Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002) p.23.

15Timothy J. lannuzzi, David F. Ludwig, Jason C. Kinnell, Jennifer M. Wallin, William H. Desvousges, and
Richard W. Dunford, A Common Tragedy: History of an Urban River (Amherst, MA: Amherst Scientific Publishers,
2002) p.96.
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Essex County.16 The Ashland Chemical Company Site is assigned Program Identification No.
015006.

2. Responsible Parties

15. Ashland Inc. is a Kentucky corporation with principal offices at 50 East River Center
Boulevard, P.O. Box 391, Covington, Kentucky.

3. Site Ownership

16. Ashland Chemical Company acquired the Ashland Chemical Company Site in June
1968. Ashland Chemical Company is the owner of record of the Ashland Chemical Company Site.

4. Site Operations

17. Ashland Chemical Company operated the Ashland Chemical Company Site from June
of 1968 through November of 1990. Ashland Chemical Company manufactured alkyd resins,
polyesters, and plasticizers at the Ashland Chemical Company Site.17 Ashland Chemical Company
also used, stored, generated, or otherwise managed hazardous wastes at the Ashland Chemical
Company Site.18

18. Ashland Chemical Company reported to the Department that the soil at the Ashland
Chemical Company Site was contaminated with various hazardous substances and that the ground
water was contaminated with arsenic, cadmium, lead, and zinc.19

5. Discharge Liability

19. The Department has determined that hazardous substances were discharged at the
Ashland Chemical Company Site and that those hazardous substances are emanating and/or have
emanated into the Lower Passaic Pviver.20

""Letter, from Stephen W. Leermakers, Senior Litigation Counsel, Ashland Chemical Company, to Lance R.
Richman, Emergency and Remedial Response Division, U.S. Environmental Protection Agency, February 20, 1995.

,- "Ashland Chemical Company, Division of Ashland Oil & Refining Co., "Introduction;" Ashland
Chemicals, "Product Catalog- 1981-1982 Edition."

•/ 18"RCRA Inspection Form," EPA ID# NJD060803905, January 20, 1983.

•j "Ashland Chemical Company, "Volume 1 - ECRA Sampling Findings and Proposed Remedial Action,"
ECRA Case no. 88695, May 19, 1989.

v
 20Ashland Chemical Company, "Volume 1 - ECRA Sampling Findings and Proposed Remedial Action,"

ECRA Case no. 88695, May 19, 1989; Groundwater Technology, "Progress Report: Former Ashland Chemical
Company IC&S Facility, 221 Foundry Street, Newark, New Jersey, ECRA Case no. 88695," 10 August 1994.
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20. The Department has determined that Ashland Inc. ("Respondent") is a person, pursuant
to the Spill Compensation and Control Act, in any way responsible for the hazardous substances that
were discharged at the Ashland Chemical Company Site.

B. The Hilton Davis Site - Program Identification No. 192995

1. Site

21. The Hilton Davis Site is located at 104-12 Lister Avenue (also referenced as 120 Lister
Avenue) in Newark, New Jersey, also designated as Block 2438, Lot 56 on the tax maps of the City
of Newark, Essex County.21 The Hilton Davis Site has been subject to flooding from the Lower
Passaic River.22 The Hilton Davis Site is assigned Program Identification No. 192995.

2. Responsible Parties

22. 360 North Pastoria Environmental Corporation is a New York corporation with
principal offices at 3400 Ridge Road, Suite 5-341, Rochester, New York.

23. Bayer Corporation is an Indiana corporation with principal offices at 100 Bayer Road,
Pittsburgh, Pennsylvania.

24. Drum Service of Newark, Inc. is a New Jersey corporation with principal offices at 51
Stanton Street, Newark, New Jersey.

25. Eastman Kodak Company is a New Jersey corporation with principal offices at 343
State Street, Rochester, New York.

26. Freedom Chemical Company is a Delaware corporation with principal offices at 9911
Brecksville Road, Cleveland, Ohio.

27. H.D. Acquisition Corporation is a subsidiary of Plastics Manufacturing Corporation
with principal offices at 2235 Langdon Farm Road, Cincinnati, Ohio 45237.

28. Hilton Davis Chemical Company is a Delaware corporation with principal offices at
2235 Langdon Farm Road, Cincinnati, Ohio. Hilton Davis Chemical Company is often referred to as

J 21 Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996.

"Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; Letter,
Hilton Davis, to Lance Richman, Emergency & Remedial Response Division, U.S. Environmental Protection
Agency, February 20, J 995.
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Hilton Davis Company.

29. Noveon Hilton Davis Inc. is an Ohio corporation with principal offices at 2235 Langdon
Farm Road, Cincinnati, Ohio.

30. PMC Global Inc. is a Delaware corporation with principal offices at 12243 Branford
Street, Sun Valley, California. Plastics Manufacturing Corporation, also known as PMC Inc., is a
division of PMC Global Inc.

31. SDI Divestiture Corporation is an Ohio corporation with principal offices at One
Mellon Center, Pittsburgh, Pennsylvania.

32. SmithKline Beecham Corporation is a Pennsylvania corporation with principal offices
at One Franklin Plaza, Philadelphia, Pennsylvania.

33. STWB Inc. is a Delaware corporation with principal offices at 100 Bayer Road,
Pittsburgh, Pennsylvania.

34. Thomasset Colors, Inc. was a New Jersey corporation.

35. In 1957, Hilton Davis Chemical Company, a division of Sterling Drug, Inc., acquired
Thomasset Colors, Inc. Thomasset Colors, Inc. operated as part of the Hilton Davis Chemical
Company division of Sterling Drug, Inc.

36. In October 1986, Sterling Drug, Inc. sold a portion of the business and assets of Hilton
Davis Chemical Company to H.D. Acquisition Corporation (a division of the Plastics Manufacturing
Corporation).23

37. In October 1986, a new company known as Hilton Davis Chemical Company was
incorporated in Delaware, to continue the business that H.D. Acquisition Corporation acquired from
Sterling Drug, Inc.

38. In 1987, the Hilton Davis Chemical Company changed its name to the SDI Divestiture
Corporation. The SDI Divestiture Corporation was formed to represent the remainder of the company
that operated at the Hilton Davis Site.

39. In or about 1988, Eastman Kodak Company acquired Sterling Drug, Inc.24

/ "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996.

24SEC-10K Report, Eastman Kodak Co., 1991; ECRA Cleanup Plan, Implementation Report, Hilton Davis
Site, Newark, New Jersey, ECRA Case Nos. 86941 and 88240, Environmental Resources Management, Inc., Dec.
12, 1994, p. 1.
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40. On October 1, 1991, Sterling Drug, Inc. changed its name to Sterling Winthrop, Inc.25

41. In or about 1993, Freedom Chemical Company purchased the business operations of
Hilton Davis Chemical Company from H.D. Acquisition Corporation.26

42. In or about 1994, 360 North Pastoria Environmental Corporation, a wholly-owned
subsidiary of Eastman Kodak Company, undertook the management of certain environmental liabilities
of Sterling Winthrop, Inc.27

43. In 1994, Eastman Kodak Company sold a portion of the business of its Sterling
Winthrop, Inc. subsidiary to SmithKline Beecham Corporation.

44. In or about 1994, Eastman Kodak Company sold a portion of the business of its Sterling
Winthrop, Inc. subsidiary to Elf Sanofi S.A. Elf Sanofi S.A. changed its name to Sanofi S.A., a
Delaware corporation, with principal offices at 90 Park Avenue, New York, New York.

45. In 1994, SmithKline Beecham Corporation acquired Sterling Winthrop, Inc., then
immediately sold its interest in Sterling Winthrop Inc. to the Bayer Corporation.

46. In 1996, Sterling Winthrop, Inc. changed its name to STWB Inc.

47. In or about 1998, Hilton Davis Chemical Company changed its name to B.F.
Goodrich Hilton Davis, Inc.28

48. In 2001, B.F. Goodrich Hilton Davis, Inc. changed its name to Noveon Hilton Davis
Inc.

3. Site Ownership

49. In 1955, Thomasset Colors, Inc., purchased the Hilton Davis Site.

"Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996.

</ 26ECRA Cleanup Plan, Implementation Report, Hilton Davis Site, Newark, New Jersey, ECRA Case Nos.
86941 and 88240, Environmental Resources Management, Inc., Dec. 12, 1994, p. 1.

^ "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Amelia Wagner, Office of
Regional Counsel, U.S. Environmental Protection Agency.

^ 28ECRA Cleanup Plan, Implementation Report, Hilton Davis Site, Newark, New Jersey, ECRA Case Nos.
86941 and 88240, Environmental Resources Management, Inc., Dec. 12, 1994, p. 1.
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50. In 1983, Sterling Drag, Inc. conveyed the land at the Hilton Davis Site to Hilton Davis
Chemical Company.29

51. In September 1993, SDI Divestiture Corporation., formerly known as the Hilton Davis
Chemical Company, transferred ownership of the land at the Hilton Davis Site to Hilton Davis
Chemical Company.

52. In June 1997, the Hilton Davis Chemical Company transferred ownership of the land
at the Hilton Davis Site to Drum Service of Newark, Inc.

4. Site Operations

53. Thomasset Colors, Inc. commenced operations at the Hilton Davis Site in June 1955.30

Thomasset Colors, Inc. manufactured pigments and colors for use in food and cosmetic applications
at the Hilton Davis Site.31 Thomasset Colors, Inc. utilized barium sulfate, barium chloride, phthalic
anhydride, phthalic anhydride, and phthalocyanine in the manufacture of pigments.32 Thomasset
Colors, Inc. blended and repackaged chromium oxide and chromium hydrate for resale.33

54. From 1963 to 1971, Thomasset Colors, Inc. discharged pigment waste at the Hilton
Davis Site into the Lower Passaic River,34 and installed a pipe to bypass the neutralization pits on-
site and discharged process wastes directly into the Lower Passaic River.35

"Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; Letter, Bill
Wiegele, Manager, Regulatory Compliance, Hilton Davis, to Lance Richman, Emergency & Remedial Response

^ Division, U.S. Environmental Protection Agency, February 20, 1995.

v '"Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; Letter, Bill
Wiegele, Manager, Regulatory Compliance, Hilton Davis, to Lance Richman, Emergency & Remedial Response

>/ Division, U.S. Environmental Protection Agency, February 20, 1995.

v/ 31Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996.

^ "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; "On-Site

/ Material Storage - Thomasset Colors - Newark, N.J.," May 16, 1979.

v "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996.

J "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; Affidavit,

, Robert Malone, former employee of Thomasset Colors, March 27, 1996.

y "Affidavit, Robert Malone, March 27, 1996.
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55. Hilton Davis Chemical Company operated at the Hilton Davis Site under the Hilton
Davis name, beginning in December 1983.36 Hilton Davis Chemical Company manufactured
pigments and colorants at the Hilton Davis Site for the automobile, textile, drug, and cosmetic
industries at the Hilton Davis Site.37 Hilton Davis Chemical Company utilized several barium
compounds, chrome oxide and chromium hydrate, phthalic anhydride, ferrous sulfate, and aluminum
chloride in these processes.38

56. To comply with the 1986 administrative consent order entered into between the
Department and Sterling Drug, Inc., in 1993, Sterling Drug, Inc. conducted an investigation at the
Hilton Davis Site that included soil and groundwater sampling.39

57. In December 1994, Sterling Drug, Inc. reported that the soil at the Hilton Davis Site
was contaminated with arsenic, chromium, copper, and lead, and that the ground water was
contaminated with arsenic, chromium, and lead.40

5. Discharge Liability

58. The Department has determined that hazardous substances were discharged at the Hilton
Davis Site and that those hazardous substances are emanating and/or have emanated into the Lower
Passaic River.

59. The Department has determined that Thomasset Colors, Inc., Hilton Davis Chemical
Company, Sterling Winthrop, Inc., Freedom Chemical Company, 360 North Pastoria Environmental
Corporation, Eastman Kodak Company, Drum Service of Newark, Inc., H.D. Acquisition
Corporation, Noveon Hilton Davis Inc., SDI Divestiture Corporation, STWB Inc., PMC Global, Inc.,
Plastics Manufacturing Corporation, SmithKline Beecham Corporation, and Bayer Corporation
("Respondents") are persons, pursuant to the Spill Compensation and Control Act, in any way
responsible for the hazardous substances that were discharged at Hilton Davis Site.

i/ "Letter, Joseph G. Gabriel, 360 North Pastoria Environmental Corporation, to Lance R. Richman,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, January 4, 1996; Letter, Bill
Wiegele, Manager, Regulatory Compliance, Hilton Davis, to Lance Richman, Emergency & Remedial Response
Division, U.S. Environmental Protection Agency, February 20, 1995.

"Letter, Bill Wiegele, Manager, Regulatory Compliance, Hilton Davis, to Lance Richman, Emergency &
Remedial Response Division, U.S. Environmental Protection Agency, February 20, 1995.

./ 38Letter, Bill Wiegele, Manager, Regulatory Compliance, Hilton Davis, to Lance Richman, Emergency &
Remedial Response Division, U.S. Environmental Protection Agency, February 20, 1995.

39ECRA Cleanup Plan, Implementation Report, Hilton Davis Site, Newark, New Jersey, ECRA Case Nos.
86941 and 88240, Environmental Resources Management, Inc., Dec. 12, 1994, p. 1.

^/
40ECRA Cleanup Plan, Implementation Report, Hilton Davis Site, Newark, New Jersey, ECRA Case Nos.

86941 and 88240, Environmental Resources Management, Inc., Dec. 12, 1994, p. 1.
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C. The Benjamin Moore & Company Site - Program Identification No. G000002021

1. Site

60. The Benjamin Moore & Company Site is located at 134 Lister Avenue, Newark, New
Jersey.41 The facility is comprised of Block 2438, Lots 34, 40, and 62 on the tax maps of the City
of Newark, Essex County.42 The Benjamin Moore & Company Site is assigned Program
Identification No. G000002021.

2. Responsible Parties

61. Benjamin Moore & Company is a New Jersey corporation with principal offices at 51
Chestnut Ridge Road, Montvale, New Jersey.

3. Site Ownership and Operations

62. Since approximately 1925, Benjamin Moore & Company owned and operated at the
Benjamin Moore & Company Site.43

63. Benjamin Moore & Company is a manufacturer and distributer of water-based paints and
solvent-based paints.44 Benjamin Moore & Company utilized various hazardous substances at the
Benjamin Moore & Company Site in its manufacturing processes including cobalt, glacial
methacrylate, butyl acrylate, vinyl acetate, iron oxide, titanium dioxide, zinc, manganese, sodium
hydroxide, mercury, lead, and copper.45

^'Letter, Charles Ilsley, Jr., Benjamin Moore & Co., to Lance Richman, Emergency and Remedial Response
Division, U.S. Environmental Protection Agency, February 21, 1995.

"Letter, Charles Ilsley, Jr., Benjamin Moore & Co., to Lance Richman, Emergency and Remedial Response
Division, U.S. Environmental Protection Agency, February 21, 1995.

v 43Letter, Charles Ilsley, Jr., Benjamin Moore & Co., to Lance Richman, Emergency and Remedial Response
Division, U.S. Environmental Protection Agency, February 21, 1995.

/ "Community Right to Know Survey for 1992, Benjamin Moore & Company, 134 Lister Avenue, Newark,
New Jersey.

/ "Letter, Charles Ilsley, Jr., Benjamin Moore & Co., to Lance Richman, Emergency and Remedial Response
Division, U.S. Environmental Protection Agency, November 27, 1995; Letter, Carl B. Minchew, Plant Manager,
Benjamin Moore & Co., to Passaic Valley Sewerage Commissioners, August 17, 1988; "1992 Hazardous Waste
Report," Benjamin Moore & Company, 1992; Letter, Charles Ilsley, Jr., Regulatory Affairs Supervisor,*Benjamin
Moore & Company to Lance Richman, Emergency and Remedial Response Division, U.S. Environmental Protection
Agency, February 21, 1995^Community Right to Know Survey for 1992, Benjamin Moore & Company, 134 Lister
Avenue, Newark, New Jersey; Letter, Charles Ilsley, Jr., Benjamin Moore & Company, to Pasquale Evangelista,
Emergency and Remedial Response Division, U.S. Environmental Protection Agency, November 22, 1996.
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64. On August 15, 1969, the New Jersey Department of Health issued an Administrative
Order to Benjamin Moore & Company, alleging that Benjamin Moore & Company was "discharging
industrial waste and other polluting matter into the Passaic River" and "discharging harmful,
deleterious and polluting material from a sewer or drain into the Passaic River."46

65. On March 13, 1978, the United States Coast Guard observed the contents of a punctured
55-gallon drum at the Benjamin Moore & Company Site discharging into the Passaic River.47

During the investigation, it was discovered that Benjamin Moore & Company's storm sewer system
discharged all of the surface water at the Benjamin Moore & Company Site into the Passaic River.48

It was subsequently discovered that Benjamin Moore & Company used a discharge pipe, which lead
directly to the Passaic River, as the outfall for the backup storm water discharge system.49

66. On July 8, 1980, Benjamin Moore & Company reported to the Passaic Valley Sewage
Commission that a valve malfunction spilled 3,000 gallons of wash solvent into a retainage dike on
the Benjamin Moore & Company Site.50

67. On April 14, 1982, during a delivery to the Benjamin Moore & Company Site, a valve
on a tank wagon malfunctioned, resulting in the discharge of 3,300 gallons of butyl acrylate.51 An
estimated 5 to 10 gallons of this hazardous substance discharged into the Passaic River.52

4. Discharge Liability

J ^Administrative Order, issued to Benjamin Moore & Company by the New Jersey State Department of
Health, August 15, 1969.

47Letter, Charles Ilsley, Jr., Benjamin Moore & Company, to Pasquale Evangelista, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, November 22, 1 996; Internal Memorandum,
Benjamin Moore & Company, March 23, 1978. J

j 48Intemal Memorandum, Benjamin Moore & Company, March 23, 1978.

y '"Charles Ilsley, Jr., Benjamin Moore & Company, to Pasquale Evangelista, Emergency and Remedial
Response Division, U.S. Environmental Protection Agency, November 22, 1996.

50Letter, Benjamin Moore & Company Engineering Dept., to L.N. Berg, July 9, 1980; Letter, Charles Ilsley,
, Jr., Benjamin Moore & Company, to Pasquale Evangelista, Emergency and Remedial Response Division, U.S.

v Environmental Protection Agency, November 22, 1996.

y 51 Memorandum, Benjamin Moore & Company Engineering Department, April 14, 1982; Benjamin Moore
& Company memorandum, April 14, 1982; Letter, Charles Ilsley, Jr., Benjamin Moore & Co., to Pasquale
Evangelista, Emergency and Remedial Response Division, U.S. Environmental Protection Agency, November 22,
1996.

"Memorandum, Benjamin Moore & Company Engineering Department, April 14, 1982; Memorandum,
Benjamin Moore & Company, April 14, 1982; Letter, Charles Ilsley, Jr., Benjamin Moore & Company, to Pasquale
Evangelista, Emergency and Remedial Response Division, U.S. Environmental Protection Agency, November 22,

^ 1996.
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68. The Department has determined that hazardous substances were discharged at the
Benjamin Moore & Company Site and that those hazardous substances are emanating and/or have
emanated into the Lower Passaic River.

69. The Department has determined that Benjamin Moore & Company ("Respondent") is
a person, pursuant to the Spill Compensation and Control Act, in any way responsible for the
hazardous substances that were discharged at the Benjamin Moore & Company Site.

D. The Diamond Alkali Site - Program Identification No. G000004488

1. Site

70. The Diamond Alkali Site includes the former pesticide manufacturing plant and
surrounding properties at 80 and 120 Lister Avenue, Newark.53 The Diamond Alkali Site is bounded
on the north by the Passaic River, on the east by the former Sergeant Chemical Company
(subsequently purchased by Diamond), at the southwest corner by the Duralak Company property,
and on the south and west by the Sherwin Williams property.54 The Diamond Alkali Site is located
in a flood zone.55 The Diamond Alkali Site is assigned Program Identification No. G000004488.

2. Responsible Parties

71. Diamond Alkali Company was a Pennsylvania corporation.

72. On September 21, 1967, Diamond Alkali Company, as a result of a merger with
Shamrock Oil and Gas Company, changed its name to Diamond Shamrock Corporation.56

73. In September 1983, Diamond Shamrock Corporation created a subsidiary, Diamond
Shamrock Chemicals Company.57

••/ "EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfimd/npl/0200613c.pdf; Diamond Shamrock Chem. Co. v. Aetna Cas. & Sur. Co.. 258
N.J. Super. 167, 181 (App.Div. 1992), certif. den., 134NJM81 (1993).

5<Diamond Shamrock Chem. Co. v. Aetna Cas. & Sur. Co.. 258 NJ. Super. 167, 181 (App.Div. 1992),
certif. den., 134NJL481 (1993).

"Diamond Shamrock Chem. Co. v. Aetna Cas. & Sur. Co.. 258 NJ. Super. 167, 181 (App.Div. 1992),
certif. den.. 134 N.J. 481 (1993)

"Letter from W.E. Notestine, Vice President and General Counsel, Maxus Energy Corporation, to Thomas
McKee, Responsible Party Cleanup Element, Division of Hazardous Waste Management, New Jersey Department of
Environmental Protection, December 13, 1998.

"Letter from W.E. Notestine, Vice President and General Counsel, Maxus Energy Corporation, to Thomas
McKee, Responsible Party Cleanup Element, Division of Hazardous Waste Management, New Jersey Department of
Environmental Protection, December 13, 1998.
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82. Tierra Solution Incorporated was a Texas corporation established as a company for
holding the liabilities of Chemical Land Holdings, Inc.

3. Site Ownership and Operations

83. From the 1940s to the late 1950s, Diamond Alkali Company and its predecessors
manufactured or processed chemicals at the Diamond Alkali Site including dichlorodiphenyl
trichloroethane ("DDT") and the phenoxy herbicides.61

84. Diamond Alkali Company owned and operated the pesticides manufacturing plant at the
Diamond Alkali Site until the late 1960s.62 Diamond Alkali Company discharged waste into the
Passaic River, and thereby creating a mountain of DDT in the middle of the Passaic River.63 Other
hazardous substances migrated from the Diamond Alkali Site into the Passaic River.64

85. In 1987, Chemical Land Holdings, Inc. took ownership of the Diamond Alkali Site.

86. The Diamond Alkali Site and the Lower Passaic River adjacent to the Diamond Alkali
Site are contaminated with dioxin, a byproduct of the manufacture of certain chemicals manufactured
at the Diamond Alkali Site.65 Pesticides and other hazardous substances were also found in the soil
at the Diamond Alkali Site.66 Dioxin, pesticides, and other hazardous substances have been found
in ground water at the Diamond Alkali Site, and have migrated into the Passaic River.67

51Diamond Shamrock Chem. Co. v. Aetna Gas. & Sur. Co.. 258 N.J. Super. 167, 181 (App.Div. 1992),
certif. den., 134 N.J. 481 (1993); EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfiind/npl/0200613c.pdf.

"EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfiind/npl/0200613c.pdf.

"Diamond Shamrock Chem. Co. v. Aetna Cas. & Sur. Co.. 258 N.J. Super. 167, 183-84 (App.Div. 1992),
certif. den., 134 N.J. 481 (1993).

^Diamond Shamrock Chem. Co. v. Aetna Cas. & Sur. Co.. 258 N.J. Super. 167, 184-85 (App.Div. 1992),
certif. den., 134N_i481 (1993).

"EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfund/npl/0200613c.pdf.

66EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfiind/npl/0200613c.pdf.

67EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfund/npl/0200613c.pdf.
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87. Dioxin is present in sediment in the Passaic River and in nearby waterways.68

4. Discharge Liability

88. The Department has determined that hazardous substances were discharged at the
Diamond Alkali Site and that those hazardous substances are emanating and/or have emanated into
the Lower Passaic River.

89. The Department has determined that Diamond Shamrock Chemicals Company,
Diamond Alkali Company, Diamond Shamrock Corporation, Maxus Energy Corporation,
Occidental Electrochemicals Corporation, Occidental Petroleum Corporation, Occidental Chemical
Corporation, Chemical Land Holdings, Inc., Tierra Solution Incorporated, Tierra Solutions, Inc. and
Oxy-Diamond Alkali Corporation ("Respondents") are persons in any way responsible, pursuant to
the Spill Compensation and Control Act, for the hazardous substances that were discharged at the
Diamond Alkali Site.

E. The Pitt-Consol Chemical Company Site - Program Identification No. G000002172

1. Site

90. The Pitt-Consol Chemical Company Site is located at 191 Doremus Avenue, Newark,
New Jersey.69 The Pitt-Consol Chemical Company Site is also designated as Block 5010, Lot 10 and
Block 5016, Lot 1 on the tax maps of the City of Newark, Essex County. The Pitt-Consol Chemical
Company Site is located on flatlands bordering the Passaic River and Newark Bay.70 The ground
water table at the Pitt-Consol Chemical Company Site discharges into Passaic River and Newark
Bay.71 The Pitt-Consol Chemical Company Site is assigned Program Identification No. G000002172.

2. Responsible Parties

91. E.I. du Pont de Nemours and Company is a Delaware corporation with principal offices
at 1007 Market Street, Wilmington, Delaware.

68EPA Region 2, Diamond Alkali Co. Superfund Site Description, New Jersey, at
www.epa.gov/region02/superfunoVnpl/0200613c.pdf; In the Matter of the Diamond Alkali Site, Administrative Order
on Consent, entered into between Occidental Chemical Corporation and USEPA, April 20, 1994.

69Letter, Bernard Reilly, Du Pont, to Lance Richman, U.S. Environmental Protection Agency, December 1,
1995.

v" '""Potential Hazardous Waste Site, Site Inspection Report," U.S. Environmental Protection Agency, March
2,1983.

""Potential Hazardous Waste Site, Site Inspection Report," U.S. Environmental Protection Agency, March
2, 1983.
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92. Pitt-Consol Chemical Company is a Delaware corporation with principal offices at 1007
Market Street, Wilmington, Delaware.

93. E.I. du Pont de Nemours and Company is the current owner of Pitt-Consol Chemical
Company.

3. Site Ownership

94. The Pitt-Consol Chemical Company purchased the Pitt-Consol Chemical Company Site
in 1955.72

95. The Pitt-Consol Chemical Company is the current owner of the Pitt-Consol Chemical
Company Site.

4. Site Operations

96. The Pitt-Consol Chemical Company manufactured chemicals and petrochemicals at the
Pitt-Consol Chemical Company Site, primarily alkylated phenols and methyl phenol (cresol) until
1983.73

97. The Pitt-Consol Chemical Company used or produced anisoles, 2,6 dimethyl anisol,
dibutyl para cresol (DBC or BHT), dinonyl ortho cresol, m,p-cresol, monobutyl meta cresol, 0-
cresol, and thiocresols at the Pitt-Consol Chemical Company Site.74

98. The Pitt-Consol Chemical Company stored raw materials in tank farms while byproducts
and storm water were stored in seven unlined lagoons at the Pitt-Consol Chemical Company Site.75

Aerial photographs taken in 1954 indicate that run-off from the tank farm area was draining into two
lagoons.76 Liquids in a third lagoon appeared to overflow to the northern bank which drained into

-j 72Letter, Bernard J. Reilly, DuPont, to Lance Richman, Emergency and Remedial Response Division, U.S.
Environmental Protection Agency, February 27, 1995.

-/ "Draft Phase I Report Preliminary Assessment of Environmental Impacts, Pitt-Consol Chemical Co.,
Woodward-Clyde Consultants, January 1985;)Letter, John Trela, New Jersey Department of Environmental
Protection, to Pitt-Consol Chemical c/o E.I. du Pont de Nemours & Co., April 8, 1986;tetter, Bernard J. Reilly,
DuPont, to Lance Richman, Emergency and Remedial Response Division, U.S. Environmental Protection Agency,
February 27, 1995.

•/ 74"Phase I Report Preliminary Assessment of Environmental Impacts - Pitt-Consol Chemical Co., Newark,
New Jersey," Woodward-Clyde Consultants, January 21, 1985.

-^ "Letter, Bernard J. Reilly, DuPont, to Lance R. Richman, Emergency and Remedial Response Division,
U.S. Environmental Protection Agency, February 27, 1995.

76Draft Phase I Report Preliminary Assessment of Environmental Impacts, Pitt-Consol Chemical Co.,
Woodward-Clyde Consultants, January 1985.
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a shallow ditch that emptied into the Lower Passaic River.77 In 1983, tar wastes were observed
spread over the entire Pitt-Consol Chemical Company Site.78

99. In 1987, as part of the RCRA closure, an analysis of tar material recovered at the Pitt-
Consol Chemical Company Site during tank closure revealed phenanthrene, anthracene, pyrene,
benzo (a) anthracene, benzo (b) fluoranthene, benzo (a) pyrene (BAP), and lead.79 PCBs were
present in hot oil heat transfer systems at the Pitt-Consol Chemical Company Site.80

100. In 2000, E.I. duPont de Nemours & Company reported that soil at the Pitt-Consol
Chemical Company Site was contaminated with benzo(a)anthracene, benzo(a) pyrene, benzo(b)
fluoranthene, chrysene, dibenz(a,h) anthracene, aluminum, antimony, arsenic, barium, lead, and zinc.
Ground water was contaminated with arsenic, lead, and PAHs.81

5. Discharge Liability

102. The Department has determined that hazardous substances were discharged at the Pitt-
Consol Chemical Company Site and that those hazardous substances are emanating and/or have
emanated into the Lower Passaic River.

103. The Department has determined that the E.I. du Pont de Nemours and Company and the
Pitt-Consol Chemical Company ("Respondents") are persons in any way responsible, pursuant to
the Spill Compensation and Control Act, for the hazardous substances that were discharged at the
Pitt-Consol Chemical Site.

F. The Lucent Technologies Site - Program Identification No. 0034080

1. Site

104. The Lucent Technologies Site is located at 100 Central Avenue, Kearny, New Jersey,
also designated as Block 288, Lot 10.01 on the tax maps of Kearny, Hudson County. The Lucent

/ "Draft Phase I Report Preliminary Assessment of Environmental Impacts, Pitt-Consol Chemical Co.,
Woodward-Clyde Consultants, January 1985.

''United States Environmental Protection Agency Site Inspection Report, March 2, 1983.

V "Letter, Bernard J. Reilly, DuPont, to Emergency and Remedial Response Division, U.S. Environmental
Protection Agency, February 27, 1995.

J 80Letter, H. Garrison, Plant Manager, Conoco Inc./Pitt-Consol Chemicals, to Fred Haber, US/EPA, August
25, 1983.

J 81Site Investigation/Remedial Investigation Report Volume I - Report, duPont Pitt-Consol Site, Newark,
New Jersey, duPont Corporate Remediation Group, May 26, 2000.
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Technologies Site is comprised of 147 acres on the South Keamy Peninsula. The property is under
a 100-year flood plain elevation and has been subject to numerous floodings from the Passaic River.
The Lucent Technologies Site is assigned Program Identification No. 0034080.

2. Responsible Parties

105. AT&T Corporation is a New York corporation with principal offices at 32 Avenue of
the Americas, New York, New York.

106. In 1984, AT&T Corporation divested its local telephone companies, and as part of this
divestiture, Western Electric Manufacturing Company's charter was assumed by a new unit of
AT&T Corporation known as AT&T Technologies.82

107. In 1989, AT&T Technologies branched into several business units that were later
combined to become Lucent Technologies, Inc.83

108. Lucent Technologies, Inc. is a Delaware corporation with principal offices at 600
Mountain Avenue, Murray Hill, New Jersey.

109. RTC Properties, Inc., a New York corporation, was formerly known as Union Minerals
and Alloys Corporation. RTC Properties, Inc. has principal offices at 1185 Avenue of the Americas,
New York, New York.

3. Site Ownership

111. Western Electric purchased the Lucent Technologies Site in 1925 and operated it until
January 1984, when the company changed its name to AT&T Technologies, Inc.84

112. In July 1985, AT&T Technologies sold the Lucent Technologies Site to The Union
Minerals and Alloys Corporation.85

113. RTC Properties, Inc. took ownership of the Lucent Technologies Site by deed dated
March 8, 1994.

82AT&T Corp. History at www.att.corn/history/history 1 .html. \f ^?

"AT&T Corp. History at www.att.com/history/history 1 .html. v/

^ S4Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, 1997.

v "Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, ] 997.
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4. Site Operations

114. Lucent Technologies, Inc. and its predecessors used the Lucent Technologies Site
primarily for the assembly of electro-mechanical devices utilized to interconnect the national
telephone network.86

115. From 1925 to 1984, Western Electric manufactured switchboards, wiring, and related
telecommunications equipment.87

116. Western Electric used PCBs, chromium, copper, lead, nickel zinc, cyanide, beryllium,
silver, asbestos, and PCBs at the Lucent Technologies Site from 1925 to 1984.88

117. Western Electric discharged untreated waste directly to the municipal sewer from 1925
to 1984.89 At least six drains discharged to the Lower Passaic River.90 Western Electric reported
that in 1972, zinc, total dissolved solids, ammonia, chromium, copper, nickel, fluoroborate, chloride,
and sodium were discharged from the Lucent Technologies Site.91 Oil and grease were also detected
in discharges from the facility.92

5. Discharge Liability

118. The Department has determined that hazardous substances were discharged at the
Lucent Technologies Site and that those hazardous substances are emanating and/or have emanated
into the Lower Passaic River.

119. The Department has determined that Lucent Technologies, Inc., AT&T Corporation,
and RTC Properties, Inc. ("Respondents") are persons in any way responsible, pursuant to the Spill

^ 86Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, 1997.

87Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, 1997.

88Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, 1997; "Selected Substance Report," Western Electric Company,
Inc., submitted to NJDEP, July 1, 1980. y

"Letter, Ralph L. McMurry, Corporate Counsel, Lucent Technologies, to Pat Evangelista, Emergency and
Remedial Response Division, USEPA, February 28, 1997.

'""Compliance Monitoring Report: Western Electric Co., Inc.," Interstate Sanitation Commission, October
1982.

^ 91"Final Report - Environmental Information Survey of 1972," Western Electric (June 1, 1973).

93"Final Report - Environmental Information Survey of 1972," Western Electric (June 1, 1973).
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Compensation and Control Act, for the hazardous substances that were discharged at the Lucent
Technologies Site.

G. The Monsanto Company Site - Program Identification No. 00043500

1. Site

120. The Monsanto Company Site is located on Pennsylvania Avenue in the Township of
Kearny, Hudson County, New Jersey,93 and is designated as Lot 49, Block 284 and Lot 19, Block
289 on the tax maps of the Township of Kearny, Hudson County.94 The Monsanto Company Site
is bordered by the Passaic River on the west and by the Conrail Railroad yard on the north.95 The
Monsanto Company Site is assigned Program Identification No. 00043500.

2. Responsible Parties

121. The Monsanto Company is a Delaware corporation with principal offices at 800 North
Lindbergh Boulevard, St. Louis, Missouri.

122. Motor Carrier Services Corporation is a New Jersey corporation with principal offices
at Foot of Pennsylvania Avenue, South Keamy, New Jersey.

3. Site Ownership

123. From 1954 through 1958 Monsanto Chemical Company purchased the Monsanto
Company Site.

124. In 1994, Monsanto Company sold the Monsanto Company Site to Motor Carrier
Services Corporation.96

4. Site Operations

•J "Passaic Valley Sewerage Commissioners Waste Effluent Survey dated April 12, 1972; Administrative
Consent Order dated 7/24/89 entered into between the New Jersey Department of Environmental Protection and
Monsanto Chemical Company.

94 Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company.

95 Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company.

J
96 Response of Monsanto Company, dated February 3, 1995, to the Request for Information from the United

States Environmental Protection Agency Under 42 U.S.C.§ 9601 et seq. in regard to the Diamond Alkali Site,
Passaic River Study Area.
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125. Monsanto Chemical Company began operations at the Monsanto Company Site in or
about 1955 and manufactured phosphoric acid, sodium tripolyphosphate, steroxes, and alkylphenols,
surfactants, alkylphenols, and phosphates.97

126. Monsanto Chemical Company used, stored, generated, distributed, or otherwise
managed hazardous substances at the Monsanto Company Site.98

127. Monsanto Chemical Company used PCBs in its production processes as a heat transfer
fluid until in the mid-1960s.99 Monsanto Chemical Company discharged polychlorinated biphenyls
into an unlined pit on the Monsanto Company Site in the mid-1960s.100 Monsanto Chemical
Company discharged hazardous substances directly into the Lower Passaic River.101 Monsanto
Chemical Company also discharged hazardous substances into the Lower Passaic River via a storm
sewer pipe, which discharged directly to the Lower Passaic River.102 Monsanto Chemical Company
discharged liquid containing PCBs in an unlined pit on the Monsanto Company Site.103

^ "Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company.

) joxjc Chemical Release Inventory Report; New Jersey Department of Environmental Protection
Generator Inspection Report; 1990 Hazardous Waste Inspection Report; Response of Monsanto Company dated
December 29, 1995 to the Request for Information from the United States Environmental Protection Agency Under
42 U.S.C. sec. 9601 et seq. in regard to the Diamond Alkali Site, Operable Unit 2.

v' " Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company; Response of Monsanto Company dated February 3,
1995 to the Request for Information from the United States Environmental Protection Agency Under 42 U.S.C. sec.
9601 et seq. in regard to the Diamond Alkali Site, Passaic River Study Area; EPA Notification of PCB Activity,
11/29/90.

v 10° Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company.

y/K" Excerpt from Report on the Quality of the Interstate Waters of the Lower Passaic River and Upper and
Lower Bays of New York Harbor; PVSC Monthly Report for April, 1961 .

•/ 102 Passaic Valley Sewerage Commissioners Annual Reports for the Years 1972, 1973, 1974, 1975, and
1976; Response of Monsanto Company dated December 29, 1995 to the Request for Information from the United
States Environmental Protection Agency Under 42 U.S.C. § 9601 et seq. in regard to the Diamond Alkali Site,
Operable Unit 2.

v 1W Administrative Consent Order dated 7/24/89 entered into between the New Jersey Department of
Environmental Protection and Monsanto Chemical Company; Response of Monsanto Company dated December 29,
1995 to the Request for Information from the United States Environmental Protection Agency Under 42 U.S.C. §
9601 et seq. in regard to the Diamond Alkali Site, Operable Unit 2.

25

958900250



128. From 1967 to 1968, and in 1972, Monsanto Chemical Company discharged the contents
of its heat transfer system onto the ground at the Monsanto Company Site, approximately 4000
gallons of PCS thermal fluid.104

129. The soil at the Monsanto Chemical Company Site is contaminated with PCBs up to
507,000 parts per million.105 Ground water at the Monsanto Chemical Company Site is
contaminated with PCBs up to 131,000 parts per billion.106

130. In 1991, Monsanto Chemical Company reported that soil at the Monsanto Chemical
Company Site was contaminated with benzo(a)anthracene, benzo(a)pyrene, antimony, arsenic,
beryllium, chromium, copper, lead, mercury, nickel, zinc, and PCBs, and that ground water was
contaminated with aluminum, arsenic, iron, manganese, mercury, lead, silver, and PCBs.107

5. Discharge Liability

131. The Department has determined that hazardous substances were discharged at the
Monsanto Company Site and that those hazardous substances are emanating and/or have emanated
into the Lower Passaic River.

132. The Department has determined that Monsanto Company and Motor Carrier Services
Corporation ("Respondents") are persons in any way responsible, pursuant to the Spill Compensation
and Control Act, for the hazardous substances that were discharged at the Monsanto Company Site.

H. The Public Service Electric and Gas Company Essex Site - Program Identification
Nos. CG-00585211015 and CG-033951

1. Site

133. The Public Service Electric and Gas Essex Site is located at 155 Raymond Boulevard,
north of the Pulaski Skyway at a Passaic River location commonly referred to as "Point No Point",

^ l04Site Evaluation Submission, ECRA Case File No. 91565, Monsanto Kearny Plant, Roux Associates,
October 25, 1991, at p. 4.

105Site Evaluation Submission, ECRA Case File No. 91565, Monsanto Kearny Plant, Roux Associates,
October 25, 1991.

y
'06Site Evaluation Submission, ECRA Case File No. 91565, Monsanto Keamy Plant, Roux Associates,

October 25, 1991.

^ ""Site Evaluation Submission, ECRA Case File No. 91565, Monsanto Keamy Plant, Roux Associates,
October 25, 1991.
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in Newark, Essex County, New Jersey.108 The Public Service Electric and Gas Essex Site is
comprised of numerous blocks and lots in Newark.109 The Public Service Electric and Gas Essex
Site is assigned Program Identification Nos. CG-00585211015 and CG-033951.

2. Responsible Parties

134. Public Service Electric and Gas Company is a New Jersey corporation with principal
offices at 80 Park Plaza, Newark, New Jersey.

135. In 1985, Public Service Electric and Gas Company reorganized as Public Service
Enterprise Group, Inc., a New Jersey Corporation, with principle offices at 80 Park Plaza, Newark,
New Jersey.110

3. Site Ownership

136. Public Service Electric and Gas Company acquired the Public Service Electric and Gas
Company Essex Site through a series of transactions from 1915 through 1987.'"

4. Site Operations

137. The Public Service Electric and Gas Company is engaged in the generation,
transmission, distribution, and sale of electric and gas energy services in New Jersey."2

138. Public Service Electric and Gas utilized the Public Service Electric and Gas Essex Site
as a steam electric generation station.113

108Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

/
I09Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

""Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

"'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

/ "2Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

/ "'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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139. At the Public Service Electric and Gas Company Essex Site, the Public Service Electric
and Gas Company utilized coal, fuel oil, and iron, among other substances.114 Coal, ash, and wastes
from processes used by Public Service Electric and Gas Company at the Public Service Electric and
Gas Company Essex Site contained anthracene, antimony, arsenic, barium, benzidine,
benzo(a)pyrene, beryllium, cadmium, chromium, chrysene, copper, dibenzo(a,h)anthracene,
dibenzofuran, lead, mercury, nickel, selenium, silver, thallium, vanadium, and zinc, among other
substances.115

140. Public Service Electric and Gas Company used water from the Passaic River for non-
contact cooling of turbine exhaust steam.116 The Public Service Electric and Gas Company used
water from the Lower Passaic River in the cooling water process, chlorinated it, then pumped it
through condensers, and back into the Lower Passaic River.117 Water and sludge from lube oil filters
and drains from a lube oil storage tank at the Public Service Electric and Gas Company Essex Site
flowed into the cooling water which discharged into the Lower Passaic River.118 The Public Service
Electric and Gas Company discharged process waste waters including those from a coal ash pit and
from condenser and boiler cleansing into the Lower Passaic River.119 Public Service Electric and Gas
Company used hydrochloric acid, copper, zinc, and cyanide in its cleaning processes and discharged
these substances into the Lower Passaic River.120

141. In January 1973, the Public Service Electric and Gas Company discarded approximately
eight 5-gallon cans of tar into the Passaic River.121 In June and July 1973, the Public Service Electric
and Gas Company reported that it had discharged 20 gallons of oil leaked into the Passaic River.122

/""Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

j
115Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

' "'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

•f ' "Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

"' "8Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

^ "'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

""Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

/ 121"Annual Report for the Year 1973," Passaic Valley Sewerage Commissioners.

/ '""Annual Report for the Year 1973," Passaic Valley Sewerage Commissioners.
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In November 1974, the Public Service Electric and Gas Company discharged fuel oil from heater
at the Public Service Electric and Gas Company Essex Site to the Public Service Electric and Gas
Company Essex Site's drain system and into the Passaic River.123 In January 1976, the Passaic Valley
Sewerage Commissioners observed Public Service Electric and Gas Company employees pumping
a black oily liquid from a manhole near the Public Service Electric and Gas Essex Site to the ground
where it flowed to Lawyer's Creek, a tributary of the Passaic River.'24 In January 1991, 13,000
gallons of kerosene leaked through an underground fill line at the Public Service Electric and Gas
Company Essex Site and commenced discharge into the Passaic River.125

5. Discharge Liability

142. The Department has determined that hazardous substances were discharged at the
Public Service Electric and Gas Company Essex Site and that those hazardous substances are
emanating and/or have emanated into the Lower Passaic River.

143. The Department has determined that the Public Service Electric and Gas Company and
the Public Service Enterprise Group, Inc. ("Respondents") are persons in any way responsible,
pursuant to the Spill Compensation and Control Act, for the hazardous substances that were
discharged at the Public Service Electric and Gas Company Essex Site.

I. The Public Service Electric and Gas Harrison Site - Program Identification No. CG-
004160

1. Site

144. The Public Service Electric and Gas Company Harrison Site is located at 2000 Frank
E. Rodgers Boulevard (formerly South 4th Street), Harrison, Hudson County, New Jersey, and is
designated as Block 78, Lot 1 on the tax map of the Township of Harrison, Hudson County.126 The
Public Service Electric and Gas Company Harrison Site is comprised of approximately 30 acres on
the east side of the Passaic River between Frank E. Rodgers Boulevard and the former Newark Penn-

• '"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996. •

v/ '""Monthly Report," Passaic Valley Sewerage Commissioners, March 15, 1976.

v' '""Duty Officer Notification Report," New Jersey Department of Environmental Protection, January 28,
1991; "Investigation Report," New Jersey State Police, February 2, 1991; "Investigation Report," New Jersey
Department of Environmental Protection, February 23,1991; Letter, Hugh Mahoney, Public Service Electric and
Gas Company, to Lance Richman, Emergency and Remedial Response Division, U.S. Environmental Protection
Agency, August 13, 1996.

v
126Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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Central Railroad Line.127 The Public Service Electric and Gas Company Harrison Site has
experienced flooding from the Passaic River.128 The Public Service Electric and Gas Company
Harrison Site is assigned Program Identification No. CG-004160.

2. Responsible Parties

145. Public Service Electric and Gas Company is a New Jersey corporation with principal
offices at 80 Park Plaza, Newark, New Jersey.

146. In 1985, Public Service Electric and Gas Company reorganized as Public Service
Enterprise Group, Inc., a New Jersey Corporation.129

3. Site Ownership

147. Public Service Corporation of New Jersey acquired the Public Service Electric and Gas
Company Harrison Site in 1903 from the Essex and Hudson Gas Company.130

4. Site Operations

148. The Public Service Electric and Gas Company is engaged in the generation,
transmission, distribution, and sale of electric and gas energy services in New Jersey.131

149. Commencing in 1902 through 1926, when the Public Service Electric and Gas
Company Harrison Site commenced commercial operations, the Public Service Electric and Gas
Company Harrison Site was a satellite facility utilized for the storage of oil and manufactured gas.132

150. In 1926, the Public Service Electric and Gas Company built a gas manufacturing plant
at the Public Service Electric and Gas Company Harrison Site and commenced commercial

^ '"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

/
128Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
/

'"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

•j
130Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

\s
n'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

\/
'"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and

Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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operations. Such operations included a generator, carburetor, superheater, and non-contact cooling
water system.134

151. In 1988, the Public Service Electric and Gas Company commenced the dismantlement
of the gas manufacturing plant.135

152. The Public Service Electric and Gas Company currently operates a natural gas metering
and regulating station at the Public Service Electric and Gas Company Essex Site and continues to
receive liquefied petroleum gas/air peak shaving gases to supplement natural gas supplies during
periods of peak demand.136

153. The Public Service Electric and Gas Company utilized in its manufacturing processes
at the Public Service Electric and Gas Company Harrison Site, among other substances, coke (a coal
derivative), various types of oil, soda ash, caustic soda, nickel sulfate, ferrous sulfate, manganous
sulfate, arsenic trioxide, iron oxide, and anhydrous ammonia.137 Coke contains carbon, sulfur,
chlorine, PAHs, among other substances.138 Various oils utilized by the Public Service Electric and
Gas Company contained nickel, vanadium, zinc, lead, chromium, as well as PAHs such as
fluoranthene, chrysene, benz(a)anthracene, benzofluoranthene, benzo(a)pyrene, indeno
(l,2,3,)pyrene, benzo(ghi)perylene, and dibenz(a,h)anthracene, among other substances.139 Tars
utilized at the Public Service Electric and Gas Company Harrison Site by the Public Service Electric
and Gas Company contained arsenic, beryllium, cadmium, chromium, cyanides, lead, nickel,
selenium, vanadium, and PAHs including naphthalene, fluorene, anthracene, pyrene, chrysene,

-•• '"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

""Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

•''"'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

^ 136Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

-^"'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

V 138Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

^ 139Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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benz(a)anthracene, benzo(b)fluoranthene, benzo(k)fluoroanthene, benzo(a)pyrene,
dibenz(a,h)anthracene, among other substances.140

154. The Public Service Electric and Gas Company diverted water from the Passaic River
to the Public Service Electric and Gas Company Harrison Site for use in various processes including
cooling condensers and gas and quenching ash from boilers, and discharged such water, along with
effluent from a liquid purification system, and waters from a boiler blowdown system and ash pit,
into the Lower Passaic River.141

155. In October 1969, the New Jersey Department of Health performed a site inspection and
observed oil collection ponds on the Public Service Electric and Gas Company Harrison Site.142 The
New Jersey Department of Health determined that an oil slick on the Lower Passaic River emanated
from the Public Service Electric and Gas Harrison Site and issued an Administrative Order to the
Public Service Electric and Gas Company.143 The New Jersey Department of Health concluded that
the Public Service Electric and Gas Company was discharging harmful, deleterious and polluting
matter from a sewer or drain into the Lower Passaic River.144

156. In January 1977, discolored oily water was observed discharging into the Passaic River
from the Public Service Electric and Gas Company Harrison Site.145 In December 1979, a leaking
fuel line at the Public Service Electric and Gas Company Harrison Site discharged kerosene to
subsurface soil then to a storm drain and the Public Service Electric and Gas Company Harrison
Site's drain system and into the Lower Passaic River.146 In July 1981, a transfer line containing tar
discharged tar into the Public Service Electric and Gas Company Harrison Site's drain system and

140 Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

-^ 14) Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

x I42Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

J M3Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996; "Order," New Jersey
Department of Health, Octobers, 1969. ' \ "

y """Order," State of New Jersey Department of Health, October 3, 1969.

y M5Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

u/ '"'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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into the Passaic River.147 In October 1983, a transfer line containing tarry water discharged tarry
water into the Public Service Electric and Gas Company Harrison Site's drain system and into the
Lower Passaic River.148 In May and August of 1994, an oil seep emanating from the Public Service
Electric and Gas Company Harrison Site was observed on the banks of the Lower Passaic River.149

157. In 1987, Public Service Electric and Gas Company reported that soil at the Public
Service Electric and Gas Company Harrispn Site was contaminated with tars and oxides.150 In 1995,
Public Service Electric and Gas Company reported that soil was also contaminated with PAHs.151

5. Discharge Liability

158. The Department has determined that hazardous substances were discharged at the
Public Service Electric and Gas Company Harrison Site and that those hazardous substances are
emanating and/or have emanated into the Lower Passaic River.

159. The Department has determined that the Public Service Electric and Gas Company and
the Public Service Enterprise Group, Inc. ("Respondents") are persons in any way responsible,
pursuant to the Spill Compensation and Control Act, for the hazardous substances that were
discharged at the Public Service Electric and Gas Company Harrison Site.

J. The Sherwin Williams Company Site - Program Identification No. 015023

1. Site

160. The Sherwin Williams Company Site is located at 60 Lister Avenue, Newark, New
Jersey, also designated as Block 2437, Lot 62 and Block 2438, Lot 1 on the tax maps of the City of
Newark, Essex County. The Sherwin Williams Company Site is assigned Program Identification No.
015023.

v/'"Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

M8Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

^ '"'Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

sy '50Letter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.

^ 15lLetter, Hugh Mahoney, Public Service Electric and Gas Company, to Lance Richman, Emergency and
Remedial Response Division, U.S. Environmental Protection Agency, August 13, 1996.
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2. Responsible Parties

161. Sherwin Williams Company is an Ohio corporation with its principal offices at 101
Prospect Avenue, Cleveland, Ohio.

3. Site Ownership

162. Sherwin Williams Company is the current owner of the Site.

4. Site Operations

163. Sherwin Williams Company has operated at the Sherwin Williams Company Site since
approximately 1902.'52 Sherwin Williams Company manufactured paint and varnish products at the
Sherwin Williams Company Site.153 As part of these processes, Sherwin Williams Company
generated hazardous substances, including cadmium, copper, chromium, and lead, and may have also
utilized or generated pentachlorophenol, mercury, and zinc.154 Sherwin Williams Company also
manufactured DDT from prior to 1945 until the 1950's.155

164. Sherwin Williams Company discharged waste into the Lower Passaic River.156 Sherwin
Williams Company discharged latex-like materials directly into Lower Passaic River via the Passaic
Valley Sewerage Commission sewer on Brown Street.157 Cleaning solution used to clean paint
mixing tanks was discharged into the sewer system that discharged directly to the Lower Passaic

^ '"Letter, from Donald J. McConnell, Environmental Counsel, Sherwin Williams, to Patricia Hick, Esq.,
Office of Regional Counsel, U.S. Environmental Protection Agency, March 3, 1995.

'""Waste Effluent Survey," Passaic Valley Sewerage Commissioners, May 16, 1972.

^ 154"Waste Effluent Survey," Passaic Valley Sewerage Commissioners, May 16, 1972; Letter, from Donald J.
McConnell, Environmental Counsel, Sherwin Williams, to Patricia Hick, Esq., Office of Regional Counsel, U.S.
Environmental Protection Agency, March 3, 1995.

./
I/ '"Affidavit, Theodore Danielak, August 4, 1993.

^ 156"Report on the Quality of the Interstate Waters of the Lower Passaic River and Upper and Lower Bays of
New York Harbor," Department of Interior, November 1969.

'""Annual Report", Passaic Valley Sewerage Commissioners, 1974; "Incident Notification Report," New
Jersey Department of Environmental Protection, June 17, 1986; Letter, from Carmine T. Perrapato, Executive
Director, Passaic Valley Sewerage Commissioners, to Allan Petee, Sherwin Williams Co., June 3, 1997.

\/

34

958900259



River.158 Paint spills at the Sherwin Williams Company Site discharged in to the storm sewer and
into the Lower Passaic River.159

5. Discharge Liability

165. The Department has determined that hazardous substances were discharged at the
Sherwin Williams Company Site and that those hazardous substances are emanating and/or have
emanated into the Lower Passaic River.

166. The Department has determined that Sherwin Williams Company ("Respondent") is
a person in any way responsible, pursuant to the Spill Compensation and Control Act, for the
hazardous substances that were discharged at the Sherwin Williams Company Site.

K. American Modern Metals Corporation Site - Program Identification No. 00007216

1. Site

167. The American Modern Metals Corporation Site is located at 65 Passaic Avenue,
Keamy, New Jersey, also designated as Block 1, Lots 9, 10, and 11 and Block 14, Lots 3 and 4 on
the tax maps of the Township of Kearny, Hudson County. The American Modern Metals
Corporation Site is assigned Program Identification No. 00007216.

2. Responsible Parties

168. American Modern Metals Corporation is a New Jersey corporation with principal
offices at 25 Belgrove Drive, Kearny, New Jersey.

169. DiLorenzo Properties, L.P. is a New York limited partnership with principal offices
at 1040 2nd Avenue, New York, New York. DiLorenzo Properties, L.P. was formerly known as
DiLorenzo Properties Company.

170. Kearny Industrial Associates, L.P. is a New Jersey limited partnership with principal
offices at 25 Belgrove Drive, Kearny, New Jersey.

171. S&A Realty Corporation is a New Jersey corporation with principal offices at 55
Passaic Avenue, Kearny, New Jersey.

^ ''"Affidavit, Wallace Oakley, July 20, 1993.

'^Affidavit, Raymond A. Cebulski, July 23, 1993; Letter, from John L. Mihatov, Lt., Bureau of Law
Enforcement, N. J. Department of Environmental Protection, to Plant Manager, Sherwin Williams, Sept. 10, 1986.
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172. Marshall Clark Manufacturing Corporation is a New Jersey corporation with principal
offices at 20-40 Marshall Street, Kearay, New Jersey.

3. Site Ownership

173. On September 16, 1963, Sol Goldman purchased the property located at 65 Passaic
Avenue, Kearny, New Jersey, also designated as Block 1, Lots 9, 10, and 11 and Block 14, Lots 3
and 4 on the tax maps of the Town of Kearny, Hudson County.43

174. In 1988, the executor of Sol Goldman's Estate sold the American Modem Metals
Corporation Site to DiLorenzo Properties Company.

175. In 1992, DiLorenzo Properties Company sold the American Modem Metals
Corporation Site to Kearny Industrial Associates.

176. In 2001, Keamy Industrial Associates sold Block 1, Lots 9 and 11 to S&A Realty
Corporation.

177. S&A Realty Corporation is the current owner of Block 1, Lots 9 and 11.

178. Kearny Industrial Associates is the current owner of Block 14, Lots 3 and 4.

4. Site Operations

179. Sol Goldman operated the American Modern Metals Corporation Site as an industrial
park with various tenants.44

180. On February 15, 1980, Airlite Aluminum Corporation leased the American Modern
Metals Corporation Site.45 Airlite Aluminum Corporation subleased portions of the American

""Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modem Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., pp. 2 -3 .

"Draft Remedial Investigation Report/Remedial Action Workplan, American Modem Metals Corporation,
Kearny, New Jersey, American Modem Metals Corporation, 65 Passaic Avenue, Keamy, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

45Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.
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Modern Metals Corporation Site to various industrial tenants including Marshall Clark
Manufacturing Corporation.46

181. In May 1986, an explosion and fire in the boiler room at the American Modern
Metals Corporation Site destroyed many structures at the American Modem Metals Corporation
Site.47

182. In 1988, American Modem Metals Corporation, the estate of Sol Goldman, and
DiLorenzo Properties Company entered into an administrative consent order with the Department
to conduct remediation at the American Modern Metals Corporation Site.48

183. American Modern Metals Corporation currently operates a aluminum products
manufacturing facility at the American Modern Metals Corporation Site.49 Marshall Clark
Manufacturing Corporation , a tenant on the American Modern Metals Corporation Site, operates
jointly with American Modern Metals Corporation in certain of its aluminum product manufacturing
processes.50

184. American Modern Metals Corporation reported that soil at the American Modern
Metals Corporation Site was contaminated with benzo(a)anthracene, benzo(b)flouranthene,
benzo(a)pyrene, chrysene, indeno(l,2,3-c,d)pyrene, dibenzo(a,h)anthracene, arsenic, and zinc, and
that ground water at the American Modern Metals Corporation Site was contaminated with
aluminum."

^6Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Keamy, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

V

"'Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

"8Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

^ "'Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

^ 50Draft Remedial Investigation Report/Remedial Action Workplan, American Modern Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc., p. 3.

" 5'Draft Remedial Investigation Report/Remedial Action Workplan, American Modem Metals Corporation,
Kearny, New Jersey, American Modern Metals Corporation, 65 Passaic Avenue, Kearny, Hudson County, New
Jersey, September 1995, Bell Environmental Consultants, Inc.
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5. Discharge Liability

185. The Department has determined that hazardous substances were discharged at the
American Modem Metals Corporation Site and that those hazardous substances are emanating and/or
have emanated into the Lower Passaic River.

186. The Department has determined that American Modern Metals Corporation, DiLorenzo
Properties Company, DiLorenzo Properties, L.P., Marshall Clark Manufacturing Corporation,
Kearny Industrial Associates, L.P., and S&A Realty Corporation ("Respondents") are persons in any
way responsible, pursuant to the Spill Compensation and Control Act, for the hazardous substances
that were discharged at the American Modern Metals Site.

L. The Atlantic Richfield Site - Program Identification No. 016526

1. Site

187. The Atlantic Richfield Site is located at 1111 Delancey Street, Newark, New Jersey,
which is also designated as Block 5074, Lot 25.01 on the tax maps of the City of Newark, New
Jersey. The Atlantic Richfield Site is assigned Program Identification No. 016526.

2. Responsible Parties

188. In 1870, Atlantic Refining Company was incorporated in the State of Pennsylvania.
In 1966, Atlantic Refining Company changed its name to Atlantic Richfield Company.

189. In April 1985, Atlantic Richfield Delaware Corporation was incorporated in the State
of Delaware. In June 1985, Atlantic Richfield Delaware Corporation changed its name to Atlantic
Richfield Company. Atlantic Richfield Company has principal offices at 333 South Hope Street,
Los Angeles, California.

190. Amerada Hess Coiporation is a Delaware corporation with principal offices at 1185
Avenue of the Americas, New York, New York.

3. Site Ownership

191. In 1946, Atlantic Refining Company purchased the Atlantic Richfield Site and
constructed a terminal facility at this property.52

/ "Remedial Investigation Report, ARCO's Former Bulk Storage Terminal, 1111 Delancey Street, Newark,
v New Jersey, ISRA Case No. 86649, Volume I of VI, Geraghty & Miller, Inc., November 1994, p. 4.
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192. Amerada Hess Corporation is the current owner of the Atlantic Richfield Site, having
purchased the Atlantic Richfield Site on March 19, 1990.53

4. Site Operations

193. Atlantic Richfield Company used the Atlantic Richfield Site as a bulk storage
terminal.54

194. In December of 1989, the Atlantic Richfield Company ceased operations at the Atlantic
Richfield Site.55

195. Atlantic Richfield Company reported that ground water at the Atlantic Richfield Site
was contaminated with arsenic and lead.56

196. Atlantic Richfield Company reported that soil at the Atlantic Richfield Site was
contaminated with lead and PAHs.57

5. Discharge Liability

197. The Department has determined that hazardous substances were discharged at the
Atlantic Richfield Site and that those hazardous substances are emanating and/or have emanated into
the Lower Passaic River.

198. The Department has determined that Atlantic Richfield Company and Amerada Hess
Corporation ("Respondents") are persons in any way responsible, pursuant to the Spill Compensation
and Control Act, for the hazardous substances that were discharged at the Passaic River Site.

M. The Franklin Plastics Site - Program Identification No. 00014882

y "Soil Remedial Investigation Report, Former ARCO Terminal, 1111 Delancey Street, Newark, New Jersey,
ISRA Case #86649, David S. Felton, P.O., December 1, 1998, p. 1-1.

'"' 5" Remedial Investigation Report, ARCO's Former Bulk Storage Terminal, 1111 Delancey Street, Newark,
New Jersey, ISRA Case No. 86649, Volume I of VI, Geraghty & Miller, Inc., November 1994, p. 3.

/ "Remedial Investigation Report, ARCO's Former Bulk Storage Terminal, 1111 Delancey Street, Newark,
New Jersey, ISRA Case No. 86649, Volume I of VI, Geraghty & Miller, Inc., November 1994, p. 1.

J 561999 Third Quarter Remedial Action Progress Report and Delineation Status Report, Former ARCO
Terminal, David Felton, P.G., October 29, 1999, p. 8.

"Remedial Investigation Report, ARCO's Former Bulk Storage Terminal, 1111 Delancey Street, Newark,
New Jersey, ISRA Case No. 86649, Volume I of VI, Geraghty & Miller, Inc., November 1994, pp. 2, 6, 14; Soil
Remedial Investigation Report, Former ARCO Terminal, 1111 Delancey Street, Newark, New Jersey, ISRA Case
#86649, David S. Felton, P.O., December 1, 1998, pp. 3-1 to 3-2 and Figure 5.
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1. Site

199. The Franklin Plastics Site is located at 113 Passaic Avenue, Keamy, New Jersey, also
designated as Block 1, Lot 12 on the tax maps of the Township of Keamy, Hudson County. The
Franklin Plastics Site is assigned Program Identification No. 00014882.

2. Responsible Parties

200. Franklin Plastics Corporation was incorporated in the State of New Jersey in 1962. In
May 1990, Franklin Plastics Corporation merged into Franklin-Burlington Plastics, Inc. Franklin
Plastics Corporation has principal offices at 113 Passaic Avenue, Kearny, New Jersey.

201. In 1986, Franklin Plastics Corporation entered into a stock purchase agreement with
Spartech Corporation and Spartech-Franklin, Inc. to sell all shares of capital stock in Franklin
Plastics Corporation to Spartech-Franklin, Inc., the parent corporation of Spartech Corporation.58

202. Franklin-Burlington Plastics, Inc. is a Delaware corporation with principal offices at
7733 Forsyth, Suite 1450, Clayton, Missouri.

203. Spartech Corporation, a Delaware corporation with principal offices at 120 South
Central Avenue, St. Louis, Missouri, is the parent corporation of Franklin-Burlington Plastics, Inc.

3. Site Ownership

204. Franklin Plastics Corporation purchased the Franklin Plastics Site in 1976 and is the
current owner of the Franklin Plastics Site.

4. Site Operations

205. Since 1976, Franklin Plastics Corporation and its successors have operated a plastics
manufacturing facility at the Franklin Plastics Site, including the manufacture of polyvinyl chloride
pellets using plastic resin, pigments, and plasticizers in the process.59

206. In 1985, the Department issued a New Jersey Pollutant Discharge Elimination System
Permit No. NJ 0002194 (NJPDES Permit) to Franklin Plastics Corporation for the discharge of non-
contact cooling water from production processes at the Franklin Plastics Site into a common open

•/ 58Administrative Consent Order entered into between the New Jersey Department of Environmental
Protection and Franklin Plastics Corporation, February 14, 1986.

59Franklin Plastics Site Inspection Prioritization Evaluation Summary, Bernard M. Pierre, Lisa Greco, and
Alan Greenlaw, September 29, 1995, p. 1.
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sump pit.60 The sump pit was divided into two sections, the first of which was used for settling of
the cooling water.61 The contents of the second section was discharged into the Passaic River via
an outfall pipe.62

207. In 1985, the Department conducted an inspection of Franklin Plastics Corporation's
compliance with its NJPDES Permit and determined that Franklin Plastics Corporation had exceeded
the NJPDES Permit effluent limits for chromium and zinc.63

208. In 1986, Franklin Plastics Corporation entered into an administrative consent order with
the Department to investigate and remediate the Franklin Plastics Site.64

209. In 1987 and 1990, Franklin Plastics Corporation reported that soil at the Franklin
Plastics Site was contaminated with bis(2-ethylhexyl) phthalate, antimony, arsenic, cadmium,
copper, lead, mercury, and zinc.65

210. In 1990, the United States Environmental Protection Agency reported further
contamination at the Franklin Plastics Site including bis(2-ethylhexyl)phthalate, antimony, arsenic,
cadmium, copper, chromium, lead, mercury, nickel, and zinc in the soil at the Franklin Plastics Site;
cadmium, copper, lead, and zinc in surface water from the outfall pipe that drains into the Passaic
River from the Franklin Plastics Site; and bis(2-ethylhexyl)phthalate, antimony, arsenic, beryllium,
cadmium, copper, chromium, lead, mercury, nickel, and zinc in the sediment and surface water in
the sump pit at the Franklin Plastics Site.66

211. In 2002, Franklin Plastics Corporation reported the presence of benzo(a)anthracene,
benzo(a)pyrene, chrysene, lead, mercury, and zinc in the sediments of the Passaic River; and

•/ ""Franklin Plastics Site Inspection Prioritization Evaluation Summary, Bernard M. Pierre, Lisa Greco, and
Alan Greenlaw, September 29, 1995, p. 1; Final Draft Site Inspection Report Franklin Plastics Corp., Volume 1 of 2,
NUS Corporation, Sept. 17, 1990, Part VII. y

' 61Franklin Plastics Site Inspection Prioritization Evaluation Summary, Bernard M. Pierre, Lisa Greco, and
Alan Greenlaw, September 29, 1995, p. 1.

' "Franklin Plastics Site Inspection Prioritization Evaluation Summary, Bernard M. Pierre, Lisa Greco, and
Alan Greenlaw, September 29, 1995, p. 1.

^ "Franklin Plastics Site Inspection Prioritization Evaluation Summary, Bernard M. Pierre, Lisa Greco, and
Alan Greenlaw, September 29, 1995, p. 1.

y "Administrative Consent Order entered into between the New Jersey Department of Environmental
Protection and Franklin Plastics Corporation, February 14, 1986.

/ "Remedial Action Workplan Addendum, Franklin Plastics, 113 Passaic Avenue, ISRA Case No. E86026,
Gary Robinson, LFR, February 5, 1999, Table 2 and 3.

66Final Draft, Site Inspection Report, Franklin Plastics Corp., Volume 1 of 2, Part IV: Site Inspection
Sample Results, NUS Corporation, September 17, 1990, at Table 4.
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benzo(a)pyrene, benzo(b)flouranthene, benzo(g,h,i)perylene, bis(2-ethylhexyl)phthalate,
indeno(l,2,3-cd)pyrene, arsenic, copper, lead, and zinc in the soil at the Franklin Plastics Site.67

5. Discharge Liability

212. The Department has determined that hazardous substances were discharged at the
Franklin Plastics Site and that those hazardous substances are emanating and/or have emanated into
the Lower Passaic River.

213. The Department has determined that Franklin Plastics Corporation, Franklin-
Burlington Plastics, Inc. and Spartech Corporation ("Respondents") are persons in any way
responsible, pursuant to the Spill Compensation and Control Act, for the hazardous substances that
were discharged at the Franklin Plastics Site.

N. The Stanley Works Site - Program Identification No. 07535
1. Site

214. The Stanley Works Site is located at 140 Chapel Street, Newark, New Jersey, between
Lister Avenue and Albert Avenue. The Stanley Works Site is also designated as Block 2445, Lot
120 (formerly identified at times as Lot 1), on the tax maps of the City of Newark, Essex County.
The Passaic River lies to the north of the Stanley Works Site and flows to the south.68 Ground water
flows generally hi an easterly direction across the Stanley Works Site towards the Passaic River.69

The Stanley Works Site is assigned Program Identification No. 07535.

2. Responsible Parties

215. The Stanley Works Corporation is a Connecticut corporation with principal offices at
1000 Stanley Drive, New Britain, Connecticut.

3. Site Ownership

v "Remedial Investigation Report, Franklin Plastics Corporation, 113 Passaic Avenue, Kearny, New Jersey,
ISRA Case #E86026, Levine Fricke, LFR, June 28, 2002, pp. 3, 5 - 12, and Table 3.

V68Remedial Action Report for the Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and
Engineering, July 1995.

''•/ "Remedial Action Report for the Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and
Engineering, July 1995.
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216. The Stanley Works Corporation has owned the Stanley Works Site for over 100 years.
The Stanley Works Corporation or its predecessors have operated at the Stanley Works Site since
approximately 1875 until 1985.70

4. Site Operations

217. The Stanley Works Corporation operated a hand tool manufacturing facility at the
Stanley Works Site from 1875 until 1985.7'

218. From 1986 through 1995, the Stanley Works Corporation reported that the soil at the
Stanley Works Site was contaminated with benzo(a)anthracene, benzo(a)pyrene,
benzo(b)flouranthene, benzo(g,h,i)perylene, chrysene, dibenz(a,h)anthracene, lead, zinc, arsenic,
PAHs, and PCBs, and that ground water was contaminated with arsenic and zinc.72

5. Discharge Liability

219. The Department has determined that hazardous substances were discharged at the
Stanley Works Site and that those hazardous substances are emanating and/or have emanated into
the Lower Passaic River.

220. The Department has determined that the Stanley Works Corporation ("Respondent")
is a person in any way responsible for the hazardous substances that were discharged at the Stanley
Works Site, pursuant to the Spill Compensation and Control Act.

O. The Safety-KIeen Envirosystems Company Site - Program Identification No.
G000001416

1. Site

221. The Safety-KIeen Envirosystems Company Site is located at 600 Doremus Avenue,
Newark, New Jersey, which is designated at Block 5070, Lot 41, on the tax maps of the City of
Newark, Essex County. The Safety-KIeen Envirosystems Company Site is bounded by Newark Bay

'"Remedial Action Report for the Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and
Engineering, July 1995.

N/7'Remedial Action Report for the Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and
Engineering, July 1995.

"Remedial Action Report for the Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and
Engineering, July 1995; The Stanley Works, New Britain, Connecticut, Remedial Action Workplan for Soils for the
Former Stanley Tools Facility, Newark, New Jersey, ENSR Consulting and Engineering, October 1993; Letter,
Richard J. Konkowski, ENSR Consulting, to Joseph Ludovico, New Jersey Department of Environmental Protection,
August 26, 1994.
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to the east, Doremus Avenue to the west, and by industrial facilities to the north and south.73 The
Safety-Kleen Envirosystems Company Site is assigned Program Identification No. G000001416.

2. Responsible Parties

222. Safety-Kleen Corporation, a Delaware corporation with principal offices at 1301
Gervais Street, Columbia, South Carolina, is the parent corporation of Safety-Kleen Envirosystems
Company.

223. Safety-Kleen Envirosystems Company is a California corporation with principal offices
at 1301 Gervais Street, Columbia, South Carolina. Safety-Kleen Envirosystems Company was
formerly known as McKesson Envirosystems Company.

224. Inland Chemical Corporation was an Indiana corporation with principal offices at 1810
Magnavox Way, Fort Wayne, Indiana. McKesson Envirosystems Company and Inland Chemical
Company merged in 1981.74

225. In 1987, Safety-Kleen Corporation acquired all common stock of McKesson
Envirosystems Company and renamed the company Safety-Kleen Envirosystems Company.75

226. Bristol Myers-Squibb is a Delaware corporation with principal offices at 345 Park
Avenue, New York, New York.

227. Propane Power Corporation is a New Jersey corporation with principal offices at 52
Forest Avenue, Paramus, New Jersey.

228. Wilson Five Corporation is a New Jersey corporation with principal offices at 52
Forest Avenue, Paramus, New Jersey.

229. Apollo Development and Land Corporation has principal offices at 580 Doremus
Avenue, Newark, New Jersey.

3. Site Ownership

"Volume I of II, Phase II Remedial Investigation Report, Safety-Kleen Envirosystems Company Site,
Newark, New Jersey, Blasland, Bouck & Lee, Inc., December 1995, at p. 11.

'"USEPA Region 2, Safety-Kleen Envirosystems Company Site Description, New Jersey, at
www.epa.gov/region2/waste/fssafene.htm; Volume I of II, Phase II Remedial Investigation Report, Safety-Kleen
Envirosystems Company Site, Newark, New Jersey, Blasland, Bouck & Lee, Inc., December 1995, at p. 5.

* "Volume I of II, Phase II Remedial Investigation Report, Safety-Kleen Envirosystems Company Site,
Newark, New Jersey, Blasland, Bouck & Lee, Inc., December 1995, at p. 5.

44

958900269



230. In 1974, Inland Chemical Corporation purchased the Safety-Kleen Envirosystems
Company Site.

231. In 1976, Inland Chemical Corporation sold the Safety-Kleen Envirosystems Company
Site to Propane Power & Heat Corporation.

232. On September 2, 1992, Propane Power Corporation sold the Safety-Kleen
Envirosystems Company Site to Wilson Five Corporation.

233. On September 25, 1992, Wilson Five Corporation sold the Safety-Kleen
Envirosystems Company Site to Apollo Development and Land Corporation.

234. Apollo Development and Land Corporation is the current owner of the Safety-Kleen
Envirosystems Company Site.

4. Site Operations

235. In 1974, Inland Chemical Corporation initiated solvent recovery operations at the
Safety-Kleen Envirosystems Company Site.76

236. Bristol Myers-Squibb shipped waste to the Safety-Kleen Envirosystems Company
Site.77

237. In 1993, Safety-Kleen Envirosystems Company and Bristol-Myers Squibb Company
entered into an Administrative Consent Order with NJDEP to conduct remedial investigations and
remedial measures of the Safety-Kleen Envirosystems Company Site, if necessary.78

23 8. In 1995, Safety-Kleen Envirosystems Company reported that soil at the Safety-Kleen
Envirosystems Company Site was contaminated with PCBs and metals, ground water was
contaminated with PAHS, PCBs, and metals, and that surface water in Newark Bay was
contaminated with beryllium, copper, nickel, zinc, bis(2-ethylhexyl)phthalate, and di-n-butyl
phthalate in the surface water.79

"' 76VoIume I of II, Phase II Remedial Investigation Report, Safety-Kleen Envirosystems Company Site,
Newark, New Jersey, December 1995, Blasland, Bouck & Lee, Inc., Engineers & Scientists, p. 5.

^ 77USEPA Region 2, Safety-Kleen Envirosystems Company Site Description, New Jersey, at
www.epa.gov/region2/waste/fssafene.htm.

78USEPA Region 2, Safety-Kleen Envirosystems Company Site Description, New Jersey, at
www.epa.gov/region2/waste/fssafene.htm.

7sVolume I of II, Phase II Remedial Investigation Report, Safety-Kleen Envirosystems Company Site,
Newark, New Jersey, December 1995, Blasland, Bouck & Lee, Inc., at pp. 5 - 7, 28 - 42, 61.
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5. Discharge Liability

239. The Department has determined that hazardous substances were discharged at the
Safety-Kleen Envirosystems Company Site and that those hazardous substances are emanating
and/or have emanated into the Lower Passaic River.

240. The Department has determined that Safety-Kleen Envirosystems Company, Bristol
Myers-Squibb, Propane Power Corporation, Wilson Five Corporation, and Apollo Development and
Land Corporation ("Respondents") are persons in any way responsible, pursuant to the Spill
Compensation and Control Act, for the hazardous substances that were discharged at the Safety-
Kleen Envirosystems Company Site.

P. The Napp Technologies Site - Program Identification No. 032889

1. Site

241. The Napp Technologies Site is located at 199 Main Street, Lodi, New Jersey, also
designated as Block 81.07, Lot 7, on the tax maps of the City of Lodi, Bergen County. The Napp
Technologies Site is assigned Program Identification No. 032889.

2. Responsible Parties

242. Fine Products Corporation was incorporated in the State of Delaware in 1970. Fine
Products Corporation later changed its name to Lemke Chemicals, Inc.

243. On December 24, 1970, Lemke Chemicals, Inc. was authorized to conduct business
in New Jersey as Napp-Lodi, Inc., and in 1973, changed its name to Napp Chemicals, Inc. In 1977,
Napp Chemicals, Inc. changed its name to Napp Technologies, Inc.

244. On April 11, 2002, Napp Technologies, Inc. changed its name to Purdue Services,
Inc. On March 28, 2003, Purdue Services, Inc. changed its name to Purdue Pharma Technologies,
Inc.

245. Purdue Pharma Technologies, Inc. is a Delaware corporation with principal offices
at 299 Market Street, Saddle Brook, New Jersey.

246. Nappwood Land Corporation is a New Jersey corporation with principal offices at
199 Main Street, Lodi, New Jersey.

3. Site Ownership

247. In 1980, Nappwood Land Corporation purchased the Napp Technology Site from
Tahini Investments Limited.
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248. Nappwood Land Corporation is the current owner of the Napp Technology Site.

4. Site Operations

249. From 1970 to 1995, Napp Technologies, Inc. manufactured bulk generic drugs and
performance chemicals for the cosmetic and pharmaceutical industries at the Napp Technologies
Site, including the batch synthesis and drying of compounds and the blending and grinding of
powdered pharmaceutical compounds.80

250. On April 21,1995, an accident at the Napp Technologies Site resulted in an explosion
and fire, the destruction of a portion of the facility, and the cessation of plant operations.81

251. In 1997, Napp Technologies, Inc. reported that soil at the Napp Technologies Site was
contaminated with benzo(a)anthracene, benzo(a)pyrene, benzo(b) flouranthene,
benzo(a,h)anthracene, benzo(k)flouranthene, indeno(l,2,3-cd)pyrene, PCBs, arsenic, chromium,
copper, and nickel, and that ground water at the Napp Technologies Site was contaminated with
arsenic, cadmium, chromium, lead, nickel, thallium, and PCBs.82

252. In 1999, Napp Technologies, Inc. reported that soil at the Napp Technologies Site was
contaminated with benzo(a)anthracene, benzo(a)pyrene, benzo(b)flouranthene,
benzo(k)flouranthene, dibenz(a,h)anthracene, indeno(l,2,3-cd)pyrene, arsenic, copper, nickel, and
PCBs, ground water was contaminated with arsenic, lead, mercury, nickel, and PCBs, and that
sediments from the Saddle River were contaminated with copper and PCBs.83

5. Discharge Liability

s 80 Napp Technologies, Inc., Lodi, New Jersey, Remedial Investigation Report/Remedial Investigation
Workplan Addendum, ISRA Case No. 95400, Volume 1 of 3 (Text & Tables), ENSR Consulting, Engineering,
Remediation, June 1999, p. 3-5.

y 81Napp Technologies, Inc., Lodi, New Jersey, Remedial Investigation Report/Remedial Investigation
Workplan Addendum, ISRA Case No. 95400, Volume 1 of 3 (Text & Tables), ENSR Consulting, Engineering,
Remediation, June 1999, p. 3-5.

^
82Napp Technologies, Inc., Lodi, New Jersey, Remedial Investigation Report/Remedial investigation

Workplan Addendum, ISRA Case No. 95400, Volume 1 of 3 (Text & Tables), ENSR Consulting, Engineering,
Remediation, June 1999, p.2-1; Napp Technologies, Inc., Lodi, New Jersey, Remedial Investigation
Report/Remedial Investigation Workplan Addendum, ISRA Case No. 95400, Volume III (Tables), ENSR Consulting

-/ and Engineering, June 1997, Tables 4, 5-5, 5-6, 5-8, 5-9, 5-20, 5-21, 5-23, 5-24, 5-25, 5-34, 5-35, 5-37, 5-38, 5-53,
5-55, 5-57, 5-58, 5-60, 5-62, 5-63, 5-64, 5-69, 5-71.

v 83Napp Technologies, Inc., Lodi, New Jersey, Remedial Investigation Report/Remedial Investigation
Workplan Addendum, ISRA Case No. 95400, Volume 1 of 3 (Text & Tables), ENSR Consulting Engineering
Remediation, June 1999, pp. 2-2, 4-6 to 4-8, 4-11 to 4-13, and Tables 5-1 and 6-1.
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253. The Department has determined that hazardous substances were discharged at the
Napp Technologies Site and that those hazardous substances are emanating and/or have emanated
into the Lower Passaic River.

254. The Department has determined that Purdue Pharma Technologies, Inc. and Nappwood
Land Corporation ("Respondents") are persons in any way responsible, pursuant to the Spill
Compensation and Control Act, for the hazardous substances that were discharged at the Napp
Technologies Site.

Q. The Hexcel Site - Program Identification Nos. 01418 and 005821

1. Site

255. The Hexcel Site is located at 205 Main Street, Lodi, New Jersey, also designated as
Block 161.01, Lot 1.01 and Block 81.01, Lot 10.01 on the tax maps of the Borough of Lodi, Bergen
County.84 The Hexcel Site is bounded by Main Street to its east, Saddle River to its west, Molnar
Road to its south, and the Route 46 ramp to its north.85 The Hexcel Site has been subject to
flooding.86 The Hexcel Site is assigned Program Identification Nos. 01418 and 005821.

2. Responsible Parties

256. Hexcel Corporation is a Delaware corporation with principal offices at 2 Stamford
Plaza, Stamford, Connecticut.

257. Fine Organics, Inc. is a New York corporation.

258. Fine Organics Corporation is a Delaware corporation with principal offices at 420
Kuller Road, Clifton, New Jersey

259. In April 1973, Hexcel Corporation acquired Fine Organics, Inc. and operated Fine
Organics, Inc. as a subsidiary.87

i/ 84Remedial Action Workplan Addendum, Hexcel Facility, Lodi, New Jersey, Haley & Aldrich, Inc.,
November 1999, p. 1.

., "Remedial Action Workplan Addendum, Hexcel Facility, Lodi, New Jersey, Haley & Aldrich, Inc.,
November, 1999, p. 4.

* 86Site Evaluation Submission, Form ECRA-2 6/85, received January 15, 1986. Appendix 2 Question 10
response, page 1; Letter, Michael A. Justiniano, Bureau of Environmental Evaluation, Cleanup and Responsibility
Element, New Jersey Department of Environmental Protection, to Edward A. Hogan, Porzio, Bromberg & Newman,
Nov. 20, 2001.

••/

87ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 2.
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3. Site Ownership

260. In 1944, Fine Organics, Inc. purchased the Hexcel Site.88

261. In or about 1973, Hexcel Corporation acquired Fine Organics, Inc. and took ownership
of the Hexcel Site.89

262. In or about 1986, Hexcel Corporation sold the Hexcel Site to Fine Organics
Corporation.90

263. In approximately 1998, Fine Organics Corporation ceased operations and sold the
property back to Hexcel Corporation.91

4. Site Operations

264. From 1944 to 1973, Fine Organics, Inc. manufactured, stored, and sold
Pharmaceuticals, synthetic organic chemicals, inorganic chemicals and similar products at the Hexcel
Site.92

265. From 1973 to 1981, Hexcel Corporation operated a chemical facility at the Hexcel
Site.93

266. Hexcel Corporation blended and packaged industrial cleaning compounds at the
Hexcel Site.94 Prior to 1986, Hexcel Corporation also produced resin products at the Hexcel Site.95

/ 88ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, pp. 1 - 2.

(/ 89ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 2.

v '"Summary Report of Preliminary Environmental Sampling of the Fine Organics Facility, Lodi, NJ, Environ
Corporation, October 14, 1987, p. 4.

J "Remedial Action Workplan Addendum, Hexcel Facility, Lodi, New Jersey, Haley & Aldrich, Inc.,
November, 1999, p. 2.

92ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, pp. 1 - 2.

/ 93ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 2.

' 94ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 4.

/ 95ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 4.
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267. During its operations at the Hexcel Site, Hexcel Corporation also manufactured
products including solvent blends, alkaline liquid cleaners, solvent-emulsion cleaners, paint
strippers, deodorant/air freshener soap blocks, dibactol, and oxalic/phosphoric acid liquid cleaners.96

268. In operations at the Hexcel Site, Hexcel Corporation utilized various raw materials
including silicates, alcohols, surfactants, and dyes.97

269. Hexcel Corporation reported that soil at the Hexcel Site was contaminated with fuel
oil and PCBs.98 Hexcel Corporation reported that the industrial sewer system at the Hexcel Site was
contaminated with PCBs and petroleum hydrocarbons.99 There are higher concentrations of PCBs
in sediment downgradient from the storm sewer outfall at the Hexcel Site than at upgradient
locations.100

270. Hexcel Corporation reported that the sediment of the Saddle River was contaminated
with PCBs, and that ground water at the Hexcel Site was contaminated with oil.101

271. In 1998, Hexcel Corporation reported that soil, ground water, and Saddle River
sediment were contaminated with PCBs, and that soil was also contaminated with antimony,
beryllium, cadmium, mercury, and thallium.102

5. Discharge Liability

96ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, p. 5.

" 97ECRA Site Evaluation Submission, Hexcel Industrial Chemicals Group, Division of Hexcel Corporation,
Appendix 2 Question 10 response, January 15, 1986, pp. 5 -6 .

' 98Summary Report of Preliminary Environmental Sampling of the Fine Organics Facility, Lodi, NJ, Environ
Corporation, October 14, 1987, pp. 4 - 6, 10 - 18; Remedial Action Workplan Addendum, Hexcel Facility, Lodi,
New Jersey, Hexcel Corp., November 1999, p. 1.

" "Summary Report of Preliminary Environmental Sampling of the Fine Organics Facility, Lodi, NJ, Environ
Corporation, October 14, 1987, pp. 10 - 14.

1 '""Letter, from Michael A. Justiniano, Supervisor, Bureau of Environmental Evaluation, Cleanup and
Responsibility Assessment, to Edward A. Hogan, Porzio, Bromberg & Newman, November 20, 2001.

' ""Summary Report of Preliminary Environmental Sampling of the Fine Organics Facility, Lodi, NJ,
Environ Corporation, October 14, 1987, pp. 10 - 12, 18-19, 26-28,

""Summary Report of Preliminary Environmental Sampling of the Fine Organics Facility, Lodi, NJ,
Environ Corporation, October 14, 1987; Remedial Action Workplan Addendum, Hexcel Facility, Lodi, New Jersey,
Haley & Aldrich, Inc., November 1999, Tables VI, XI, XII, XIII.
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272. The Department has determined that hazardous substances were discharged at the
Hexcel Site and that those hazardous substances are emanating and/or have emanated into the Lower
Passaic River.

273. The Department has determined that Hexcel Corporation and Fine Organics
Corporation ("Respondents") are persons in any way responsible, pursuant to the Spill Compensation
and Control Act, for the hazardous substances that were discharged at the Hexcel Site.

R. The Getty Newark Terminal Site - Program Identification No. 004475

1. Site

274. The Getty Newark Terminal Site is located at 86 Doremus Avenue, Newark, New
Jersey, also designated as Block 5010, Lot 21, on the Tax Maps of the City of Newark, Essex
County. The Getty Newark Terminal Site is assigned Program Identification No. 004475.

2. Responsible Parties

275. Texaco Inc. is a Delaware corporation with principle offices at 6001 Bellinger Canyon
Road, San Ramon, California. Texaco Inc. is a subsidiary of Chevron Texaco Corporation.

276. Chevron Texaco Corporation, is a Delaware corporation with principal offices at 575
Market Street, San Francisco, California. Chevron Texaco Corporation was formed on October 9,
2001 when Texaco Inc. merged with Chevron Corporation.

277. Texaco Refining and Marketing Inc., formerly a subsidiary of Texaco Inc., is a
Delaware corporation with principal offices at 2000 West Chester Avenue, White Plains, New York.
Texaco Refining and Marketing Inc. is a wholly owned subsidiary of Chevron Texaco Corporation.

278. Getty Petroleum Corporation is a Maryland Corporation. Getty Petroleum Corporation
changed its name to Getty Realty Group on March 21, 1997. Getty Realty Group is Maryland
corporation with principal offices at 125 Jericho Turnpike, Suite 400, Jericho, New York.

279. Power Test of New Jersey, Inc. is a New Jersey corporation and was merged into
Leemilt's Petroleum, Inc. on January 10, 1995.

3. Site Ownership

280. In 1950, Getty Petroleum Corporation acquired the Getty Newark Terminal Site.103

""Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, IT Corporation, October
1989, p. 1-2.
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281. In 1985, Power Test of New Jersey, Inc. purchased the Getty Newark Terminal Site.104

4. Site Operations

282. Getty Petroleum Corporation operated a petroleum storage facility at the Getty Newark
Terminal Site from 1950 to 1984 until its merger with Texaco Inc.105

283. In the 1960s, Getty Petroleum Corporation discharged gasoline at the Getty Newark
Terminal Site.106

284. On October 8, 1981, Getty Petroleum Corporation discharged approximately 1200
gallons of unleaded regular gasoline at the Getty Newark Terminal Site.107

285. On June 8, 1987, Power Test of New Jersey, Inc. reported a discharge of diesel fuel at
the Getty Newark Terminal Site.108 The discharge resulted in a visible sheen on the Passaic River.109

286. In 1985, Texaco Inc. triggered the Industrial Site Recovery Act and its regulations with
its sale of the Getty Newark Terminal Site.110 Texaco Refining & Marketing Inc., then a subsidiary
of Texaco Inc., entered into an administrative consent order with the Department to remediate the
Getty Newark Terminal Site.111

J ""Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, IT Corporation, October
1989, p. 1-2.

'" '"Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, IT Corporation, October
1989, p. 1-2.

/ '"Paved Area Remedial Investigation Report, Newark Terminal, Newark, New Jersey, ECRA Case No.
84455^ Volume II-Human Health Risk Assessment, IT Corporation, April 1991, p. 1-1.

.j 107Paved Area Remedial Investigation Report, Newark Terminal, Newark, New Jersey, ECRA Case No.
84455, Volume II-Human Health Risk Assessment, IT Corporation, April 1991, p. 1-1.

* 108Paved Area Remedial Investigation Report, Newark Terminal, Newark, New Jersey, ECRA Case No.
84455, Volume II-Human Health Risk Assessment, IT Corporation, April 1991, p. 1-1.

/ ""Paved Area Remedial Investigation Report, Newark Terminal, Newark, New Jersey, ECRA Case No.
84455, Volume II-Human Health Risk Assessment, IT Corporation, April 1991, p. 1-1.

v ""Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, IT Corporation, October
1989, p. 1-2.

' "'Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, IT Corporation, October
1989, p. 1-2.
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287. From 1984 to 1988, Texaco Refining and Marketing Inc. reported that soil, ground
water, and surface water at the Getty Newark Terminal were contaminated with lead.112

288. In 1990 and 1994, Texaco Refining and Marketing Inc. reported that soil at the Getty
Newark Terminal was contaminated with lead and base neutral compounds.113 In 1990, Texaco
Refining and Marketing Inc. reported that soil at the Getty Newark Terminal Site was contaminated
with PCBs, total petroleum hydrocarbons, and lead.114

289. In 1997, soil testing at the Getty Newark Terminal Site revealed the presence of PCBs
at concentrations up to 67 parts per million.

5. Discharge Liability

290. The Department has determined that hazardous substances were discharged at the Getty
Newark Terminal Site and that those hazardous substances are emanating and/or have emanated into
the Lower Passaic River.

291. The Department has determined that Chevron Texaco Corporation, Getty Petroleum
Corporation, Getty Realty Group, Texaco Inc., Texaco Refining and Marketing Inc., and Power Test
of New Jersey, Inc. ("Respondents") are persons, pursuant to the Spill Compensation and Control
Act, in any way responsible for the hazardous substances that were discharged at the Getty Newark
Terminal Site.

III. Cleanup and Removal of Discharges

292. The substances referenced above are hazardous substances pursuant to the Spill
Compensation and Control Act, N.J.S.A. 58:10-23.1 Ibk.

293. Respondents are responsible for the hazardous substances in the Lower Passaic River
that were discharged onto the land and into the waters of the State.

J

^ '"Cleanup Plan, Newark Terminal, Newark, New Jersey, ECRA Case #84455, Refining and Marketing Inc..
Bayonne, New Jersey, IT Corporation, October 1989, pp. 5-4 to 5-8.

j ' "Tank Basin Remediation Report, Newark Terminal, Newark, New Jersey, ECRA Case No. 84455, IT
Corporation, January 1991, p. 1-1 and Table 1; Quarterly Progress Report, Priority Pollutant Base Neutral Scans
From Tank Basin Remediation, Texaco Refining and Marketing Inc., Getty Newark Terminal, ISRA Case No.
84455, October 15, 1994, Attachment 4, pp. 1 - 3.

\/ ' '"Remedial Action Report For PCB Soils in Area A, Volume I Report, Getty Newark Terminal, 86
Doremus Avenue, Newark, New Jersey, ISRA Case No. 84455, Quest Environmental & Engineering Services, Inc.,
July 25, 1997, p. 1.
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294. Pursuant to the Spill Compensation and Control Act, N.J.S.A. 58:10-23.llgc,
Respondents are strictly liable, jointly and severally, without regard to fault, for all cleanup and
removal costs.

295. Pursuant to the Spill Compensation and Control Act, N.J.S.A. 58:10-23.1 Ib, cleanup
and removal costs include all costs associated with a discharge incurred by the Department, including
the mitigation of damages to public property, shorelines, beaches, surface waters, water columns and
bottom sediments, soils, and affected wildlife and other natural resources.

296. Pursuant to the Spill Compensation and Control Act, N.J.S.A. 58:10-23.1 Ib, natural
resources include all land, fish, shellfish, wildlife, biota, air, waters, and other such resources owned,
managed, held in trust or otherwise controlled by the State.

297. Pursuant to the Spill Compensation and Control Act, N.J.S.A. 58:10-23.1 la, the State
is the trustee, for the benefit of its citizens, of all natural resources within its jurisdiction.

298. In order to cleanup and remove the discharges into the Lower Passaic River and its
tributaries, the Department has determined that it is necessary assess the natural resource injuries that
have occurred as a result of discharges into the Lower Passaic River and its tributaries and to restore
natural resources of the Lower Passaic River system that have been injured by those discharges.

299. Pursuant to the Spill Compensation and Control Act, N.J.S.A. 58:10-23.11 f, whenever
any hazardous substance is discharged, the Department may, in its discretion, act to clean up and
remove or arrange for the clean up and removal of the discharge, or may direct any person in any way
responsible for the hazardous substances to clean up and remove, or arrange for the clean up and
removal of those hazardous substances.

DIRECTIVE

300. The Department hereby directs Respondents to conduct an assessment of natural
resources that have been injured by discharges of hazardous substances at sites in the Lower Passaic
River watershed, including each of the following phases:

i. Injury Identification: Identify all natural resources in the Lower Passaic River ecosystem
that have been injured by discharges of hazardous substances;

ii. Injury Quantification: For each natural resource injury identified in the injury
identification phase, determine the extent of the injury to the natural resources and
the quantity and quality of services those injured natural resources provided prior to
the injury; and

iii. Value Determination: For each natural resource injury evaluated in the injury
quantification phase, estimate the monetary value of the injuries in order to properly
scale the compensatory restoration projects necessary to redress the natural resource
injuries.
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301. The Department hereby directs Respondents to implement interim compensatory
restoration for natural resources that have been injured by discharges of hazardous substances at
sites in the Lower Passaic River watershed. The interim compensatory restoration must focus on
restoring the economic and ecologic services that the natural resources in the Lower Passaic River
ecosystem provided prior to being injured, including, without limitation, recreational and commercial
fishing, swimming, boat access points, and other recreational access to the Lower Passaic River, and
wetland restoration.

302. The Respondents are required, pursuant to N.J.A.C. 7:26C-4.2(e), to execute a single
administrative consent order to provide assurance that the cleanup and removal of the directives
described above will be performed in a timely and proper fashion. The administrative consent order
shall conform to N.J.A.C. 7:26C-5.

303. The Department hereby directs Respondents, within 45 calendar days after the date of
this Directive and Notice to Insurers, to relay their responses to this Directive and Notice to Insurers
in accordance with N.J.A.C. 7:26C-4.2(g) to:

John Sacco, Director
Office Of Natural Resource Restoration
Natural and Historic Resources
Department of Environmental Protection
501 East State Street
P.O. Box 404
Trenton, New Jersey 08625-0404

NOTICE

304. If Respondents fail to arrange for the clean up and removal of the discharges in the
Lower Passaic River watershed by implementing an assessment of natural resource injuries as
described above, the Department will implement an assessment of natural resource injuries using
public funds. In addition, the Department may commence suit against Respondents seeking
reimbursement and damages for all costs the Department incurs in implementing an assessment of
natural resource injuries.

305. If Respondents fail to arrange for the clean up and removal of the discharges in the
Lower Passaic River watershed by implementing the interim compensatory restoration described
above, the Department will implement the interim compensatory restoration using public funds. In
addition, the Department may commence suit against Respondents seeking reimbursement and
damages for all costs the Department incurs in implementing the interim compensatory restoration.

306. Failure to comply with this Directive and Notice to Insurers will increase the potential
liability of Respondents to the Department in an amount equal to three times the cost of arranging
for the clean up and removal of hazardous substances that were discharged and may cause a lien to
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be placed on Respondents real and personal property pursuant to the Spill Compensation and Control
Act, N-J-S.-A. 58:10-23.11 £ including a first priority lien on the property subject to the discharge.

307. Pursuant to NJ.S.A. 58:10-23.llu, the Department may issue an order to require
compliance with the Spill Compensation and Control Act. Failure by Respondents to comply with
this Directive may result in the issuance of an order by the Department, which will subject
Respondents to penalties of up to $50,000 per day and each day of violation constitutes an additional,
separate and distinct violation of the Spill Compensation and Control Act.

RESERVATION OF RIGHTS

308. The Department reserves the right to direct Respondents to take or arrange for the
taking of any and all additional clean up and removal of discharges and any other action that the
Department determines is necessary to protect the public health and safety or the environment and
to seek full reimbursement and treble damages for all costs incurred in taking such additional action,

309. Respondents are advised that the discharges referenced in this Directive and Notice to
Insurers may also constitute violations of the Water Pollution Control Act, MJJLA, 58:10A-1 to -20,
and the Solid Waste Management Act, M1SA 13: 1E-1 to -99, and that Respondents may, therefore,
be subject to the penalties prescribed for violations of these Acts. The Department reserves all rights
and remedies under those Acts as well as any other rights and remedies under any applicable law.

NOTICE TO INSURERS

310. BE ON NOTICE THAT, pursuant to N.J.S.A. 58:10-23.1 Is, any claims for costs of
clean up or civil penalties by the State and any claim for damages by any injured person, may be
brought directly against the bond, insurer or any other person providing evidence of financial
responsibility. Respondents are therefore urged to contact such insurers and notify them of the
issuance of this Directive and Notice to Insurers.

Date:
MarrA. Matsil

Assistant Commissioner,
Natural and Historic Resources
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MAP 1: PASSAIC RIVER SITES

jVo/e Sites 10 & 14 on the Saddle River are not depicted on this map
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ID j NAME
1 (AMERICAN MODERN METALS
2 jARCO PETROLEUM PRODUCTS COMPANY
3 IASHLAND CHEMICAL COMPANY
4 i AT&T TECHNOLOGIES INCORPORATED
5 i BENJAMIN MOORE
6 | DIAMOND ALKALI COMPANY
7 ! FRANKLIN PLASTICS CORPORATION

i GETTY REFINING & MARKETING
8 i CORPORATION
9 i HARRISON COAL GAS (PSE&G)
1 1 I HILTON DAVIS CHEMICAL COMPANY
12 ! MCKESSON ENVIRO SYSTEMS COMPANY
13 ! MONSANTO COMPANY
15 iNEWARK COAL GAS (PSE&G)
16 i PITT CONSOL CHEMICAL COMPANY
17 iSHERwiN WILLIAMS COMPANY
18 : STANLEY TOOLS

ADDRESS
65 PASSAIC AVE
1111 DELANCEY ST
221 FOUNDRY ST
100 CENTRAL AVE
134 IISTERaVE
80 LISTER AVE
113 PASSAIC AVE

86 DOREMUS AVE
FRANK E ROGERS BLVD S
120 LISTERAVE
600 DOREMUS AVE
PENNSYLVANIA AVE
155 RAYMOND BLVD
191 DOREMUS AVE
60 LISTER AVE
140 CHAPEL ST

| CITY COUNTY
iKEARNYTOWN HUDSON
iNEWARK CITY ESSEX
(NEWARK CITY ESSEX
JKEARNYTOWN HUDSON
iNEWARK CITY I ESSEX
iNEWARK CITY ESSEX
iKEARNYTOWN JHUDSON

INEWARK CITY ESSEX
(S 4TH ST);HARRISON TOWN [HUDSON

iNEWARK CITY [ESSEX
iNEWARK CITY ESSEX
iKEARNYTOWN JHUDSON
iNEWARK CITY i ESSEX
iNEWARK CITY > ESS EX j
iNEWARK CITY JESSEX i
iNEWARK CITY ESSEX

Composed: 9/18/03
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MAP 2: PASSAIC RIVER SITES (SADDLE RIVER)

GARFIELDCITY

SOUT
HACKENSACK
TWP

HASBROUCK HEIGHTS BORO

WOOD-RIDGE BORO
WALLINGTON BORO

,' _ Note: Sites 1,2,3,4,5,8,9,11,12,13,15,16,17,18 on the Passaic River are not depicted on this map

ID | NAME | ADDRESS

10
14

HEXCEL CORP INDUSTRIAL
CHEMICALS GROUP
NAPP CHEMICALS INCORPORATED

205 MAIN ST
199 MAIN ST

CITY

LODI BOROUGH
LODI BOROUGH

COUNTY

BERGEN!
BERGEN!

Composed: 9/18/03
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a
James E. McGrccvey Department of Environmental Protection Bradley M. Campbell

Governor Commissioner
Natural and Historic Resources

Office of the Assistant Commissioner
P.O. Box 404

Trenton, New Jersey 08625-0404

September 19,2003

VIA CERTIFIED MAIL
#7003-0500-0000-2977-5836

TO: ALL THOSE ON THE ATTACHED SERVICE ADDRESS LISTING

Re: In the Matter of the Lower Passaic River
Directive No. 1 - Natural Resource Injury Assessment and Interim
Compensatory Restoration of Natural Resource Injuries

Dear Sirs/Mesdames:

Enclosed find for service upon you a Directive and Notice to Insurers for the Respondents to arrange
for a natural resource damage assessment and interim restoration of the referenced site. The
Department issues this Directive and Notice to Insurers pursuant to the Spill Compensation and
Control Act, N J.S A. 58:10-23.11 gjseq.

The Respondents shall communicate their response to the Department in writing pursuant to
N.J.A.C. 7:26C-4.2(g) and the Directive and Notice to Insurers within the time frame set forth in the
Directive and Notice to Insurers.

If you have any questions, please do not hesitate to contact John Sacco of my staff at (609) 984-5475
regarding this matter.

Sim

Marc A. Matsil
Assistant Commissioner

Enclosure's)
c: Linda Grayson, Office of Accountability

Joan Olawski-Steiner, DOL
John Sacco, ONRR

New Jersey a art Equal Opportunity Employer
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James B. McGrcevey Department of Environmental Protection Bradley M. Campbell
Governor Commissioner

Natural and Historic Resources
Office of the Assistant Commissioner

P.O. Box 404
Trenton, New Jersey 08625-0404

September 19,2003

VIA CERTIFIED MAIL
#7003-0500-0000-2977-5836

TO: ALL THOSE ON THE ATTACHED SERVICE ADDRESS LISTING

Re: In the Matter of the Lower Passaic River
Directive No. 1 - Natural Resource Injury Assessment and Interim
Compensatory Restoration of Natural Resource Injuries

Dear Sirs/Mesdames:

Enclosed find for service upon you a Directive and Notice to Insurers for the Respondents to arrange
for a natural resource damage assessment and interim restoration of the referenced site. The
Department issues this Directive and Notice to Insurers pursuant to the Spill Compensation and
Control Act, N.J.SA. 58:10-23.11 ej; seq.

The Respondents shall communicate their response to the Department in writing pursuant to
N.J.A.C. 7:26C-4.2(g) and the Directive and Notice to Insurers within the time frame set forth in the
Directive and Notice to Insurers.

If you have any questions, please do not hesitate to contact John Sacco of my staff at (609) 984-5475
regarding this matter.

Sim

Marc A. Matsil
Assistant Commissioner

Enclosure's)
c: Linda Grayson, Office of Accountability

Joan Olawski-Steiner, DOL
John Sacco, ONRR

New Jersey is an Equal Opportanity Employer
Recycled Paper
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HAND DELIVERY

721 ROUTE 202-206

BRIDGEWATER. NJ O8BO7

MORRIS MCLAUGHLIN & MARCUS, PA
ATTORNEYS AT LAW

P.O. BOX IOI8

SOMERVILLE, NJ O S 8 7 6 - I O I 8

(9O8) 7 2 2-O70O

FAX: (9 OS) 7 2 2 - O 7 5 5

WWW.NM M LAW. COM

NEW YORK OFFICE

220 EAST 42ND STREET

3OTH FLOOR

NEW YORK. NY IOO17

November 10,2003

VIA HAND DELIVERY

John Sacco, Director
Office of Natural Resource Restoration
Natural and Historic Resources
Department of Environmental Protection
501 State Street
P.O. Box 404
Trenton, New Jersey 08625-0404

Re: In the matter of the Lower Passaic River Directive No. 1 - Natural Resource In ju ry
Assessment and Interim Compensatory Restoration of Natural Resource Injury
("Directive No. 1")

Dear Mr. Sacco:

This is a response, pursuant to N.J.A.C. 7:26C-4.2(g) and (h), on behalf of Hexcel
Corporation ("Hexcel") and Fine Organics Corporation ("Fine Organics") to the Department's
Directive No. 1. It is being t imely submitted in accordance with the November 10 deadline that
Commissioner Campbell announced at his meeting on October 24, 2003 with recipients of
Directive No. 1. Hexcel is responding to Directive No. 1 on behalf of Fine Organics pursuant to
a contractual indemnity. By this letter Hexcel indicates its wil l ingness to negotiate in good faith
with the Department concerning Directive No. 1, as offered by the Commissioner at the October
24 meeting.

Hexcel intends to negotiate in good faith with the Department. However, Hexcel denies
that it is obligated to respond to the Directive for the reasons set forth herein. Accordingly,
Hexcel looks forward to discussing with the Department the factual basis for the Department's
issuance of Directive No. 1 against it, i nc lud ing the discharges for which it is allegedly
responsible and how those discharges caused any natural resource injury or damage. In addit ion,
in the context of the negotiations, the Department w i l l need to consider the significant legal and
factual issues regarding Directive No. 1.
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NORRIS MCLAUGHLIN & MARCUS, PA

John Sacco, Director
November 10, 2003
Page 2

To date, we have identified numerous legal and factual issues, set. forth below, regarding
Directive No. 1. If the negotiations fail, Hexcel intends to assert them, and any additional issues
that may be identified, as good cause defenses. Accordingly, Hexcel reserves its right to assert
these and any additional defenses to the Directive.

1. The Hexcel Site (see paragraph 255 of Directive No. 1) is not within the Lower Passaic
River Site (see paragraph 1 of Directive No. 1). There is no basis for the Department's
contention that any discharge on the Hexcel Site was the cause of any injury to natural
resources wi th in the Lower Passaic River Site.

2. Neither the Spil l Act nor the Brownfield Act authorize the issuance of a Directive for
performance of a natural resource damage assessment or interim compensatory
restoration.

3. Directive No. 1 is contrary to the provisions of the March 20, 2003 Memorandum of
Agreement among NJDEP and the Federal Natural Resource Trustees concerning the
Passaic River sediments.

4. Directive No. 1 deals with sediment, regarding which USEPA has begun performing or
overseeing others performing an RI/FS, that is part of a CERCLA NPL Site and is
preempted by CERCLA § 122(e)(6)

5. Directive No. 1 unreasonably exposes the recipients to duplicative or inconsistent
obligations to the federal and state trustees that may exercise co-trusteeship over these
resources.

6. Directive No. 1 unreasonably assumes that the Department, exclusively, has trusteeship
over the sediments covered in the Directive and that the Department has actual
management and control of the sediments.

7. Directive No. 1 for the Lower Passaic River is inconsistent with the National
Contingency Plan, including 40 C.F.R. §300.615.

8. Directive No. 1 is inconsistent with the NJDEP's Technical Regulations, N.J.A.C. 7:26E-
1.8.

9. Directive No. 1 unreasonably and without basis assumes that the Hexcel Site has caused
or contributed more than a de m i n i m i s amount, or is a contributing factor, to any damage
to natural resources, despite substantial discharges from municipal i t ies and pre-existing
damage to the resources.
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MORRIS MCLAUGHLIN & MARCUS, PA

John Sacco, Director
November 10,2003
Page 3

10. The Directive unreasonably and without basis assumes that sediment contaminated by
and adjoining the Hexcel site has migrated and co-mingled at significant concentrations
with contaminated sediment throughout the Lower Passaic River Site.

11. The Directive is invalid because sediment contamination was caused by discharges
authorized by law.

12. The Directive is invalid because it violates the bar of the U.S. Bankruptcy Code.

13. The Directive is invalid because DEP has not provided Hexcel adequate time to evaluate
its response and therefore, reserves the right to supplement this response.

Should negotiations be unsuccessful, these and other defenses will be asserted in response to
the Directive. We look forward to hearing from you to schedule a meeting to discuss a
reasonable, good faith resolution of this matter.

ROBERT MAHON

RM:DMS

Cc: Gregory R. Haworth, Esq. (counsel for Fine Organics)
Rodney P. Jenks, Esq.
Edward A. Hogan, Esq.
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